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JANUARY 1972
Highlights of the Boord of Directors meeting
At its meeting in Washington, D. C , on December 9-10, the Institute’s Board 
of Directors approved the revised Code of Professional Ethics, with minor 
modifications, for exposure to the membership in February and action by 
Council at its spring meeting. With Council’s approval, the proposed new code 
will be discussed at the AICPA’s annual meeting and submitted to the member­
ship in a mail ballot next fall.
In other actions the Board:
• Approved the report of the Standing Committee on Accounting Educa­
tion, which has been discussing implementation of the Institute policy on edu­
cation and experience requirements for CPAs (see The CPA, June69, pp.4,24). 
The report (1 ) emphasizes the mastery of the common body of knowledge for 
beginning CPAs rather than the time period specified by the AICPA committee 
on education and experience requirements ("at least five years of college 
study”) (see The CPA, Apr.69, pp.4-5) ; (2 ) presumes that holders of master’s 
degrees, with a concentration in accounting, from American-Association-of- 
Collegiate-Schools-of-Business-accredited programs have acquired the com­
mon body of knowledge; and (3 ) makes it incumbent on the CPA candidate 
who does not possess such a degree to establish that his education has encom­
passed the body of knowledge. The Standing Committee on Accounting Edu­
cation is composed of representatives of the American Accounting Association, 
the AACSB, the AICPA and the National Association of State Boards of 
Accountancy.
• Recommended that the APB’s December 9 statement to the press deplor­
ing congressional action to permit any method of reporting for the investment 
credit be mailed to everyone who normally ( continued on page 9)
APB approves three draft Opinions for exposure
The Accounting Principles Board, at its December 8-10 meeting in Scottsdale, 
Arizona, approved for exposure in late December and early January the drafts 
of three Opinions. They are as follows:
• "Accounting for Income Taxes— Special Areas,” which proposes that gen­
eral reserves of savings and loan associations, policyholders’ surplus of stock 
life insurance companies and undistributed earnings of subsidiaries (including 
Domestic International Sales Corporations) and corporate joint ventures 
would not ordinarily call for tax allocation. Earnings of a nonsubsidiary in­
vestee taken up under the equity method (Opinion No. 18) would be con­
sidered a timing difference, and tax allocation would be required under the 
provisions of Opinion No. 11. The proposed ( continued on page 8)
2Members should order 1972 CPA exam supplements now
Members who wish to receive the 1972 
CPA Examination Supplements to The 
Journal of Accountancy should place 
their orders with the AICPA as soon as 
possible. The semiannual supplements, 
which present the complete text of each 
of the most recent Uniform CPA Examin­
ations, unofficial answers and study 
references, are available on a subscrip­
tion basis at $1.50 a year. The exam 
given in November is covered by the 
supplement published the following 
March, and the May exam is published 
the following September,
An order form for the supplements con­
taining the November 1971 and May 
1972 exam questions and unofficial an­
swers has been included in a mail an­
nouncement of Working With the Rev­
enue Code— 1972, which members 
should be receiving this month. However, 
members may choose to order the sup­
plements directly from the AICPA order 
department. In this case, each member 
should be sure to give his name and ad­
dress exactly as it appears on the back 
page of this issue of The CPA and to en­
close his remittance with the order.
IRS Commissioner announces automatic 
tax filing extension for individuals
A "milestone in tax administration” was an­
nounced by IRS Commissioner Johnnie M. Walt­
ers in a speech at the AICPA tax division meeting 
in Boca Raton, Florida, on December 9. Begin­
ning with the 1972 filing period, taxpayers will 
be granted an automatic two-month extension to 
file individual returns if they make a tentative 
estimate of their tax for the year and pay the 
estimated balance due when requesting the ex­
tension. A new form—Form 4868—will be 
available for this purpose in IRS offices. (See the 
January Journal o f  Accountancy and The Tax 
Adviser for details.)
The automatic extension, which will be ac­
complished through a change in the regulations, 
has been advocated by the AICPA for many 
years. The tax division has made periodic surveys 
of members’ experiences with the IRS extension 
policy and has met frequently with Treasury and 
IRS officials and legislative leaders in an effort 
to obtain automatic extensions.
Editor: Barbara J. Shildneck
Production Assistant: Carol E. Levin
AICPA Insurance Trust: membership 
changes, progress in past eight years
John B. Inglis, chairman of the AICPA Insur­
ance Trust, recently announced his resignation 
after eight years of service. Harry F. Reiss, Jr., a 
member of the Trust, became the new chairman 
and LeRoy Layton was appointed to the Trust.
During the period of Mr. Inglis’ chairmanship, 
many significant achievements were recorded 
under the Trust, including the following:
• Life insurance in force increased from some 
$400 million to over $1.2 billion.
• Total refunds paid to eligible subscribers 
exceeded $30 million.
• Insurance benefits paid to subscribers or 
their beneficiaries totaled some $25 million.
• Additional benefits were introduced, includ­
ing dependents coverage and a $30,000 schedule 
of insurance under the Group Insurance Plan.
• The CPA Plan was revised to permit eligible 
new members of the Institute to participate im­
mediately, and gross contribution rates were re­
duced for certain ages.
The CPA, January 1972. Published monthly, except July- 
August when bimonthly, for membership of the AICPA, Inc. 
Vol. 52, No. 1. Publication and editorial office: 666 Fifth 
Ave., New York, N. Y. 10019. Second-class postage paid at 
New York, N. Y.
3Robert Nadel explains CPA use of 
computers and AICPA program exchange
The results of surveys conducted over the last 
several years by the AICPA committee on system 
development and exchange indicate that the com­
puter is becoming an indispensable tool of the 
accounting profession. According to a report by 
Robert Nadel, chairman of the committee, "CPAs 
are actively using data processing equipment as 
adjuncts of their practice, and this use is steadily 
increasing. Furthermore, this is not confined to 
the largest firms; on the contrary, the bulk of 
present-day users are the smaller and medium­
sized firms.”
In February 1968, 10,000 firms represented in 
the Institute’s membership were circularized to 
determine the extent to which CPA firms either 
were directly involved, or were planning to be 
involved, in the use of data processing equipment 
and services. A similar questionnaire was mailed 
to approximately 14,500 members in December 
1970. The responses show that 302 CPA firms 
had computers in 1970 while there were 222 such 
firms in 1968; 73 firms were buying block time 
in 1970 as compared to 47 in 1968; and 1,661 
firms were using service bureaus in 1970 while, 
in 1968, there were 1,213 such users.
Mr. Nadel also said that 86 CPA firms used 
time-sharing services in 1970; this question was 
not asked in the 1968 questionnaire.
The 1968 survey results indicated that there 
was a "significant potential base” for the ex­
change of computer programs among AICPA 
members, because many of the applications used 
by separate firms seemed to be similar or identi­
cal, involving substantial duplication of effort.
The committee prepared a Computer Pro­
gram Exchange form in which firms using com­
puters were asked for detailed descriptions of 
their programs. The forms were mailed along 
with an explanation that completion of the forms 
did not obligate anyone to buy, sell or exchange 
programs; that the Exchange would merely pro­
vide a mechanism for firms to communicate with 
each other so that individual arrangements could 
be made for further exchange of data or pro­
grams, as deemed appropriate by the parties in­
volved; and that the Institute would serve as a 
clearing house only and would not be involved 
in these arrangements.
Shortly thereafter the Computer Program Ex-
Study group’s “Interview Guide” 
is available
A brochure entitled "Interview Guide," 
prepared by the AICPA study group on 
accounting objectives, is currently being 
used in the group’s interviews with a 
cross section of interested parties.
While it does not point to conclusions—  
which the study group will not reach until 
later this year— the guide outlines some 
of the specific areas under study. For 
example, the brochure states: "Formu­
lating objectives of accounting requires
(1) learning about the uses to which pres­
ent accounting information is now put by 
each of the major categories of users,
(2) determining what additional or differ­
ent accounting information would be 
useful in each major user category and
(3) determining whether such additional 
or different accounting information could 
be furnished.”
The brochure also requests the inter­
viewee to "think of the possibilities for 
changes in accounting and the methods 
of implementing changes. However, we 
are interested in what you consider to be 
necessary and desirable even if you see 
no practical method of current imple­
mentation. Our hope is that ways of im­
plementation can be found for that 
which is necessary and desirable." 
Readers interested in obtaining free 
copies of the guide should write to: 
American Institute of CPAs, Accounting 
Objectives Study Group, Suite 1000, 
111 E. Wacker Drive, Chicago, Illinois 
60601.
change was launched, with 88 firms contributing 
over 320 different programs for listing in the 
Exchange (see The CPA, Feb.71, p.8 ). Typical 
applications submitted, which reflect most as­
pects of accounting practice, include: payroll, 
client billing, depreciation tables, statistical sales 
and cost analyses, inventory control, production 
control, amortization ( continued on page 10)
4Trial Board disciplines seven members
In recent decisions of the Institute’s Trial 
Board and sub-boards, four members have been 
expelled, two have been suspended and one has 
been admonished.
• Charles L. Ciaccio, 117-14 Queens Boule­
vard, Forest Hills, New York, has been expelled 
from membership in the Institute as the result of 
the decision of a sub-board.
The ethics committee showed that in Novem­
ber 1970, Mr. Ciaccio had pleaded guilty to 
bribery of an Internal Revenue Service official 
and was convicted of bribery on February 8 ,  1971. 
The sub-board found that he had been convicted 
of a crime involving moral turpitude, requiring 
his expulsion from membership in the Institute.
Mr. Ciaccio was present at the hearing in his 
own defense and offered mitigating circum­
stances in connection with the matter before the 
sub-board. However, the penalty of expulsion is 
mandatory upon a finding that a member has 
been convicted of crimes involving moral 
turpitude.
• The Trial Board met to consider charges of 
the executive committee of the division of profes­
sional ethics that Robert L. McGee, 1420 East 
18th Avenue, Denver, Colorado, had violated 
Section 4 (f)  of Article V  of the bylaws in that 
his certificate as a certified public accountant had 
been revoked by the State Board of Accountancy 
of Colorado, thereby rendering him subject to 
suspension or expulsion from the Institute.
The respondent was not present at the hear­
ing, but had submitted his resignation prior to 
the hearing. The Trial Board found that Mr. 
McGee was guilty as charged, declined to accept 
his resignation and decided that he should be 
expelled from membership in the Institute.
• The Trial Board met to consider charges of 
the executive committee of the division of profes­
sional ethics that David B. Barash of 475 Fifth 
Avenue, New York, New York, had been con­
victed on his plea of not guilty and a verdict of 
guilty in the U.S. District Court for the Southern 
District of New York of bribing Internal Rev­
enue Service employees to influence decisions on 
actions in office audit examinations of federal 
income tax returns.
The respondent, who had previously submit­
ted his resignation from membership in the Insti-
Coming up: 1972 annual meeting 
in Denver and postmeeting tours
The Institute's 85th annual meeting will 
be held this year in Denver, Colorado, 
from October 1 to 4. Activities will take 
place in the Brown Palace and Denver 
Hilton hotels.
Two of the three postmeeting tours spon­
sored by the AICPA will be to the Tenth 
International Congress of Accountants, 
to be held October 16-20 in Sydney, 
Australia. The first trip will leave from 
Denver on October 4, immediately fol­
lowing the annual meeting. The second 
will leave from the West Coast on 
October 7.
The third postmeeting tour will be to 
Hawaii.
More information on the meeting will be 
carried in future issues of The CPA. For 
additional details about the tours, con­
tact the AICPA meetings department.
tute, was not present at the hearing. The Trial 
Board denied his resignation and found that Mr. 
Barash had been convicted of crimes involving 
moral turpitude and decided that he should be 
expelled from membership in the Institute.
• A sub-board of the Institute’s Trial Board 
has found that S. George Burris, 19 West 44th 
Street, New York, New York, had been con­
victed of crimes involving moral turpitude in 
that he was convicted of fraud by mail and wire 
and conspiracy in the U. S. District Court for the 
Northern District of Illinois. Such a finding re­
quires a member’s expulsion.
The respondent did not appear on his own 
behalf, nor did his legal counsel appear at the 
hearing.
• A sub-board of the Institute’s Trial Board 
met to consider charges of the executive commit­
tee of the division of professional ethics that a 
member had violated Rule 1.01 of the Code of 
Professional Ethics in that he had expressed an 
unqualified opinion on ( continued on page 7)
Just Published—AICPA's "annual report on annual reports" 
provides fresh insights on current accounting practices—
A C C O U N T I N G  T R E N D S  
& T E C H N I Q U E S
25TH EDITION
Every accountant or corporate executive who prepares or audits 
financial statements will find Accounting Trends & Techniques an Indis­
pensable guide to current practice.
Each year, this authoritative updated reference offers you the oppor­
tunity to compare your present accounting techniques with those 
reflected in the annual reports of 600 representative corporations. It 
also alerts you to any recent reporting trends that may have a significant 
bearing on your existing practices and procedures.
This twenty-fifth annual edition is based on totally new research — 
an exhaustive analysis of selected stockholders’ reports with fiscal 
years ending in 1970 and early 1971. Virtually every element of these 
reports has been extracted, compiled and tabulated to show you how — 
and to what extent — different forms, techniques and terminology are 
being used in today’s  financial statements and auditors' reports .
Over a thousand informative examples are quoted from the surveyed 
reports in order to demonstrate how various companies are dealing  with 
specific current questions of accounting technique — and to provide 
relevant guidance for your own decisions in these areas.
All important current findings in Accounting Trends & Techniques 
have been correlated (in more than 100 tables) with similar data from 
past surveys. A s a consequence, you will be able to see if there are any 
important trends in accounting practice which may suggest changes or 
improvements in your own methods — now and in the future.
Special Note: New, larger typeface used in the 25th Edition makes
Accounting Trends & Techniques easier-to-read than ever before.
322 pages, 8½ " x 11", fully indexed, $27.50 
DISCOUNT PRICE TO  AICPA MEMBERS— $22.00
For further description and discount order form, see other side...
Accounting Trends & Techniques gives objective answers 
to such important practical questions as these—
What are the consolidation policies of surveyed companies re­
garding finance-related subsid iaries?
How is the impact of discontinued operations d isclosed?
How are companies disclosing the effects of potential conversion 
and exercise of stock options, mergers and treasury stock activity 
on earnings per share figures?
How are the details of depreciable assets show n?
What method of presentation is used to disclose changes in 
capital?
How are the methods used in computing depreciation described?
What types of transactions are treated as extraordinary item s?
How do companies report the cost of pension and 
retirement p lans?
In which industries is LIFO  found to be the most common inventory 
method?
On what basis do companies recognize income from long-term 
contracts?
Plus usefully organized and illustrated information on every 
major aspect of the Balance Sheet. . .  Income Statement. . .  
Stockholders' Equity...Funds Statement...Auditors' Report.
DISCOUNT ORDER FORM —  FOR A ICPA M EM BERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N.Y. 10019
Gentlemen; Please send, postpaid,______ copies of ACCOUNTING TRENDS
& TECHNIQUES, 1971 Edition (0097) at the AICPA member price of $22.00 
each. Payment is enclosed.
MEMBER’S NAME_____________________________________ _________________
FIRM__________________________________________________________________
(if part of mailing address)
ADDRESS___ __ ________________________________________________________
CITY____________________________ STATE_________________ZIP____________
(Please add 7 percent sales tax in New York Ctiy. Elsewhere in New 
York State, add 4 percent state tax plus local tax if applicable.)
7Trial Board ( from page 4) 
financial statements of a client while serving as 
a director of that company. The financial state­
ments made reference in a footnote that the audi­
tor was a director.
The member appeared in person at the hear­
ing and explained that his violation resulted 
from confusion as to the rule’s application, since 
he felt that if he disclosed his relationship as a 
director he was complying with the rule. He 
noted that there was no attempt to conceal the 
fact that he was a director and that, since the 
office was purely nominal, he had never actually 
functioned in a management capacity.
The sub-board found that the member had 
violated the independence rule, which prohibits 
a member from expressing an opinion on finan­
cial statements if he has a direct or material in­
direct financial interest in the client or is asso­
ciated with the client as a director, officer, key 
employee, promoter, underwriter or voting trus­
tee. The sub-board decided that he should be 
suspended from membership in the Institute for 
six months.
• A sub-board of the Institute’s Trial Board 
met to consider charges of the executive commit­
tee of the division of professional ethics that a 
member had committed an act discreditable to 
the profession in having been convicted, on his 
plea of guilty, of willfully delivering or disclos­
ing to the secretary of the Treasury, or his dele­
gate, information known by him to be false as to 
a material matter, a misdemeanor violation under 
the federal law.
The member was present in person at the sub- 
board hearing and was represented by legal coun­
sel. After presentation of both sides of the case, 
the sub-board found that the member was guilty 
as charged and that his membership in the Amer­
ican Institute of CPAs should be suspended for a 
period of six months. Because of extenuating 
circumstances, it was decided that his name 
should not be published in The CPA.
• A sub-board of the Institute’s Trial Board 
convened to consider charges that a member’s 
CPA certificate had been suspended by the state 
board of accountancy. The suspension was based 
on the board’s conclusion that the member had 
failed to perform accounting services which he 
should have performed, had refused to return
books and records to a client when proper de­
mand was made for them and had testified falsely 
to the state board regarding his availability to 
appear before the board.
The Institute’s ethics committee became aware 
of the member’s suspension from practice only 
after the period of suspension had expired and 
he was again admitted to practice as a CPA. The 
sub-board considered the evidence relating to 
the state board’s action of suspension and de­
cided that, in view of the length of time that had 
elapsed since these events had taken place and 
the nature of the alleged offense, the sub-board’s 
action should be limited to an admonishment.
The member, who appeared at the sub-board 
hearing and testified in his own defense, indi­
cated that he would not request a review of the 
sub-board decision.
Ed . N o t e : The sub-board in each case decides 
whether the name o f the respondent shall be pub­
lished in The CPA.
Members are appointed to APB
The following members have been ap­
pointed by the president of the AICPA 
with the approval of the Board of Direc­
tors to serve for three-year terms on the 
Accounting Principles Board:
Albert J. Bows, Georgia 
Oscar S. Gellein, New York 
Donald J. Hayes, New York 
Allan Wear, Michigan
They replace George R. Catlett, Emmett 
S. Harrington, Oral L. Luper and Frank 
T. Weston, whose terms expired Decem­
ber 31, 1971.
In addition, Glenn A. Welsch of Texas 
and Robert Hampton III of New York 
have been reappointed to the APB for 
three-year terms. Joseph P. Cummings 
of New York, already serving on the 
APB, was appointed its vice chairman.
The appointments became effective Jan­
uary 1, 1972.
8A look ahead at new SAPs
By Douglas R. Carmichael, CPA, Ph.D.
Auditing Research Consultant 
AICPA Auditing and Reporting Division
Among the many projects on the agenda of 
the committee on auditing procedure, two have 
been assigned top priority— "Long-term Invest­
ments” and "Reporting on Consistency.” Both 
subjects are now covered by existing Statements 
on Auditing Procedure— consistency is covered 
in Chapter 8 of SAP No. 33, and SAP No. 34 
deals with long-term investments. However, the 
issuance of APB Opinions related to the two sub­
jects has necessitated an updating of the existing 
SAPs.
APB Opinion No. 18, "The Equity Method 
of Accounting for Investments in Common 
Stock,” requires that the equity method be ap­
plied to account for investments in voting com­
mon stock of unconsolidated subsidiaries, incor­
porated joint ventures and other entities 50 
per cent or less owned over whose operating and 
financial policies the investor is able to exercise 
"significant influence.”
SAP No. 34— the present Statement on long­
term investments— deals primarily with invest­
ments accounted for under the cost method and 
focuses on the evidential matter which should 
be examined to determine whether cost has been 
impaired. The new SAP will, in addition, con­
sider the evidential matter the auditor should 
examine regarding the investor’s accounting for 
its share of capital and other transactions of the 
investee. Some of the special auditing problems 
created by APB Opinion No. 18 include deter­
mination of whether the investor exercises "sig­
nificant influence,” obtaining sufficient compe­
tent evidential matter when there is a significant 
time lag in reporting between the year-end dates 
of the investor and investee, and obtaining data 
relating to transactions between the investor and 
investee for purposes of eliminating unrealized 
intercompany profits and losses.
APB Opinion No. 20, "Accounting Changes,” 
explains when a change in accounting princi­
ples is appropriate and how the effect of the 
change should be accounted for in the financial 
statements. The related SAP on reporting on 
consistency will adopt the terminology of APB
Opinion No. 20— which defines changes in ac­
counting principles, changes in accounting esti­
mates, and error corrections— and explain how 
the portion of the auditor’s report dealing with 
consistency should be modified for the various 
types of changes.
Following these two projects on the commit­
tee’s priority list are proposed SAPs dealing with 
auditors’ reports and responsibility for review of 
internal control as well as several subjects not 
covered by present SAPs.
Two chapters in SAP No. 33—Chapter 5 on 
internal control and Chapter 10 on qualifications, 
disclaimers and adverse opinions—will be mod­
ified and expanded by projects the committee has 
on its agenda. The new Statement on internal 
control will contain an improved definition of in­
ternal control aimed at clarifying the auditor’s 
responsibility under the second generally ac­
cepted standard of field work and an extensive 
treatment of the relation of the study and evalua­
tion of internal control to other phases of an 
audit. The new Statement on reporting under 
the fourth generally accepted auditing standard 
of reporting will contain more explicit criteria 
for reporting decisions.
Some of the new subjects to be covered by 
future SAPs include reporting on forecasts, audit 
supervision, relations with corporate audit com­
mittees and transactions with affiliates.
APA draft Opinions ( from  page 1)
Opinion would be effective for fiscal periods 
beginning after December 31, 1971.
• "Disclosure of Accounting Policies,” which 
would require disclosure of basic accounting 
policies in corporate financial statements and 
would strongly recommend that this disclosure 
be made in a separate, self-contained Description 
of Accounting Policies.
• "Accounting for Foreign Operations,” 
which sets forth procedures to be followed in 
financial statements of U. S. companies that have 
followed the monetary/nonmonetary approach 
in translating financial statements of foreign 
operations. The tentative positions included in 
the proposed Opinion are detailed in the Janu­
ary Journal o f Accountancy. The exposure draft 
has been distributed to all AICPA members. 
Comments are due back by January 19, 1972.
9AICPA books on taxation are available
The two books described below, which were 
published by the American Institute last month, 
should be of interest to practitioners this tax 
season. They may be obtained from the order 
department at the AICPA office. For members’ 
discount order forms, see the insert in the De­
cember 1971 CPA.
Studies in Federal Taxation No. 3, Guide to 
Federal Tax Elections, compiles the various 
choices available to taxpayers under the Internal 
Revenue Code and the applicable rules and regu­
lations. Since alternative methods are not always 
clearly labeled "elections,” they are often over­
looked by tax practitioners. This looseleaf hand­
book covers all elections concerning income, 
employment and estate and gifts taxes in Code 
section order.
One feature of the study is a Composite Elec­
tion Locator, designed to help determine the 
existence of an election. The locator is divided 
into three parts:
• Official references—gives the Code and 
regulations section for each election.
• First-year elections—lists those elections 
that may be made either upon the inception of 
the entity (e.g., selection of an accounting 
method) or upon the occurrence of an event for 
the first time (e.g., the incurring of intangible 
drilling expenses).
• Entities—classifies taxpayers according to 
categories for tax purposes. This part enables 
the reader to identify all elections applicable to 
a particular type of entity.
The study also contains ( 1) a cross-reference 
index to revenue rulings and procedures, which 
enables the reader to ascertain whether an elec­
tion has been the subject of a revenue ruling or 
procedure and (2) an appendix of tax forms 
used in making elections.
The 456-page study, edited by Joel M. Forster, 
CPA, manager of special projects of the AICPA 
federal taxation division, is $15 ($12 to AICPA 
members).
Working With the Revenue Code— 1972 pre­
sents 300 separate items selected from the Tax 
Clinic departments of The Tax Adviser and, 
previously, of The Journal o f Accountancy and 
updated to reflect the latest developments in fed­
eral taxation through August 1971. Each item is 
arranged and cross referenced according to Code
section. The paper bound reference book, which 
also contains a detailed table of contents, subject 
index and case table, is $5 ($4 to members). 
Don J. Summa, CPA, partner, Arthur Young & 
Company, is the editor.
Walter Oliphant to address 
AICPA computer conference
AICPA President Walter Oliphant will be the 
luncheon speaker at the Eighth Annual AICPA 
Conference on Computers and Information Sys­
tems on Tuesday, May 2 3 , 1972. The Conference, 
which will be held at the Dallas Marriott Motor 
Hotel from May 23 to 25, will feature technical 
presentations, panel and round-table discussions 
and informal orientation sessions on a variety of 
EDP topics as well as supplier presentations.
The conference is oriented to the interests of 
CPAs currently involved in EDP or planning to 
become so involved. It should be noted that the 
conference will begin one day later than origi­
nally scheduled (see The CPA, July-Aug.71, 
p.6). This change has been made in order to 
present a one-day seminar especially designed 
for CPAs with little or no knowledge regarding 
the impact of EDP on accounting and auditing. 
Further details will appear in future CPAs.
Board meeting highlights ( from page 1) 
receives exposure drafts of proposed APB Opin­
ions and to members of Congress. See the January 
issue of The Journal o f Accountancy for the full 
text of the statement.
• Discussed the proposal from the committee 
on specialization for the creation of a new class 
of MAS associates of the Institute. The Board 
will make a final decision at its February meeting 
on whether to recommend the proposal to the 
spring meeting of Council.
• Delegated to the Board’s recently appointed 
committee on federal policy the authority to act 
in an emergency if all four committee members 
concur in the action. The committee is to coordi­
nate the development of Institute positions on 
federal policy matters and keep the Board 
informed.
• Approved the appointment of several mem­
bers to the Accounting Principles Board (see 
page 7 ).
10
Computers ( from page 3 )  
schedules, inventory valuation, gross profit an­
alyses, accounts receivable aging, general ledgers 
and journals, cost control and distribution, finan­
cial statement preparation and personal and cor­
porate tax return preparation.
A questionnaire sent in April 1971 to all Ex­
change participants elicited numerous sugges­
tions for improving the Exchange and indicated 
that the program should be expanded. Partly in 
response to these suggestions and partly to meet 
the steadily growing involvement of the profes­
sion with computers, a number of changes have 
taken place—or are contemplated— at the Insti­
tute. Mr. Nadel described these changes as 
follows:
• "The committee on systems development 
and exchange, whose work was originally limited 
specifically to the Computer Program Exchange, 
has expanded its scope of activities to include 
the entire area of CPA use of computers. Already 
studies are under way to determine what appli­
cation program packages are available to CPAs 
in areas of key interest. The first two of these 
studies deal with flowcharting packages and fi­
nancial statement packages. Both CPA and non- 
CPA commercial sources will be explored. Ex­
ploratory work in the area of CPA use of com­
puter time-sharing is also under way.
• "The possibility of combining the AICPA 
Computer Program Exchange with a commer­
cially available program exchange covering non- 
CPA firms is now being explored. The goal is to 
greatly increase the CPA’s access to programs 
and to provide continuously updated informa­
tion. (CPA firms would be identified by code 
number only.) It is felt that such a service would 
be of great benefit, not only to CPAs who are 
using computers directly, but also to that larger 
group of CPAs who have access to service 
bureaus.”
In conclusion Mr. Nadel said, "Clearly, the 
use of computers by CPA firms is now an actu­
ality. Many years ago, a number of far-sighted 
accountants had prophesied that the computer 
would become an indispensable tool of the pro­
fession. Slowly, but steadily, this prophecy seems 
to be coming true.”
Further details on the Exchange program may 
be obtained from Noel Zakin at the Institute.
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CPAs may practice before the wage-price boards in Phase I I  matters
According to procedural regulations on the Economic Stabilization Program 
which were issued last month, CPAs may practice before the Cost of Living 
Council, the Internal Revenue Service, the Pay Board and the Price Commis­
sion in connection with economic stabilization matters. The regulations for 
all four agencies were published in the Federal Register of January 21, 1972 
 (Vol. 37, No. 14, Part II) and became effective on that date.
The regulations state that any CPA who files with the IRS a written decla­
ration that he is currently qualified as a CPA is "authorized to represent the 
particular party on whose behalf he acts.” A CPA is defined as "any person 
who is duly qualified to practice as a certified public accountant in any State, 
possession, territory, Commonwealth, or the District of Columbia.”
The regulations also set forth procedures to be followed on a number of 
economic stabilization matters such as appeals from adverse actions by the 
IRS; initial action on requests for exceptions or pay challenges and the re­
consideration of denials of such requests or challenges; and formal hearings 
on price or rent increases or proposed price or rent increases.
Institute issues exposure draft of SAP on long-term investments
Last month the Institute’s committee on auditing procedure issued for ex­
posure a proposed Statement on Auditing Procedure entitled "Long-Term 
Investments.” The proposed SAP would revise SAP No. 34 to reflect the 
requirements of APB Opinion No. 18, "The Equity Method of Accounting for 
Investments in Common Stock,” which was issued in March 1971.
Some of the provisions of the draft are as follows:
• In order to satisfy himself as to the investor’s equity in underlying net 
assets and its share of earnings or losses of an investee, an auditor who uses 
the work and report of another auditor (who has examined the financial state­
ments of the investee) is assuming the role of a principal auditor. He therefore 
should follow the procedures recommended in SAP No. 45, "Using the Work 
and Reports of Other Auditors.”
• When an investment in another company of 20 per cent or more leads to 
the presumption that an investor has the ability to exercise significant influence 
over that company and is accounted for by the equity method (an Opinion 
No. 18 provision), an auditor must (1 ) inquire whether the investor has 
the ability to exercise significant influence (the Opinion lists several ways in 
which "significant influence” may be indicated) ( continued on page 5 )
2Price Commission rules on CPA partnership fees
A  Phase II ruling by the Price Commission 
dated January 5, 1972, deals with "cri­
teria for increases in professional service 
fees" and relates specifically to CPA 
firms. In answer to the question of 
whether the partnership of A,B,C & Co. 
may increase the fees which it charges 
its clients after November 13, 1971, 
Price Commission Ruling 1972-5 states: 
"The partnership A, B, C & Co. may in­
crease its fees depending on the circum­
stances. The fees charged by the firm of 
certified public accountants are prices 
which are governed by the regulations of 
the Price Commission dealing with serv­
ices. See Economic Stabilization Regula­
tions §§300.5 and 300.14.
“Even though the fees charged for serv­
ices rendered after November 13, 1971, 
may take into account costs in effect on
that date and cost increases after that 
date, reduced to reflect productivity 
gains, such increased fees shall not re­
sult in an increase in the partnership's 
profit margin as a percentage of sales, 
before income taxes, over that which 
prevailed during the base period.
"To the extent that charges are based 
on results achieved in business negotia­
tions (e.g., on a percentage basis), with­
out regard to cost, such charges cannot 
exceed the higher of (1) charges made 
for the same or similar services during 
the period beginning August 15, 1971, 
and ending November 13, 1971, or (2) 
the highest charge made to a specific 
class of clients in a substantial number 
of transactions involving such services 
during the freeze base period (as de­
fined in §300.5 of the regulations)."
APB announcement on foreign operations
At its January 24-26 meeting in New York, 
the Accounting Principles Board authorized the 
following statement: “The APB has deferred 
action on the December 20, 1971, exposure 
draft of a proposed APB Opinion— "Translat­
ing Foreign Operations”—pending publication 
of the accounting research study on this subject 
and further study of the unique problems caused 
by devaluation of the U. S. dollar. . . .
"The Board has observed a divergency of ac­
counting and reporting practices in this area. 
Most recently, some adjustments resulting from 
translating long-term foreign currency receiv­
ables and liabilities at current rates have been 
deferred for amortization over future periods, 
thus achieving somewhat the same effect as trans­
lating them at historical rates which is also pres­
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ently permitted. The Board believes that a delay 
will provide an opportunity to study thoroughly 
the current alternatives before issuing an Opin­
ion which will narrow the differences. In the 
meantime, however, the Board encourages com­
panies to disclose their accounting policies as to 
the determination of and accounting for transla­
tion adjustments.”
In another action, it was decided that a draft 
Opinion on “Accounting for Stock Compensation 
Plans,” currently in preparation, will be con­
sidered by the APB for possible exposure within 
the next two months. Among other things, the 
draft will propose that the measurement date to 
determine compensation cost under stock option, 
purchase or bonus plans is the date on which 
the number of shares and the option or purchase 
price are known.
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3AICPA contracts with computer company for literature indexing system
The American Institute has signed a one-year 
renewable contract for 1972 with a New York 
computer organization for the computer com­
pilation of the Accountants’ Index and library 
index cards. The system, designed by Alpha­
numeric Publications Systems, Inc., will create 
library index cards on a biweekly or monthly 
basis and store the data on a computer tape for 
the eventual computer-typesetting of the Index. 
The system provides for input of data through 
the use of Optical Character Reading (OCR).
Approximately 35,000 library index cards 
should be produced during 1972. The number of 
cards increases annually with the increase in 
literature and the broadening of CPAs’ interests. 
When the new system is in operation, the cards 
will be available to accounting libraries on a 
subscription basis.
Under the new computer-based system each 
card will list the terms used to index the article. 
Scanning all of the index terms given on the 
card should provide the researcher with a gen­
eral idea as to the content of the writing.
The computer tapes resulting from the new 
system will be available for sale to research 
libraries.
The use of this system will make it possible 
to publish the Accountants' Index months earlier 
than in the past. The 1969-70 Index, the last 
biennial edition of the Supplement, was pro­
duced by computer-typesetting. Beginning with 
the 1971 Supplement, the Index will be pro­
duced—also by computer-typesetting—on an an­
nual, rather than a biennial, basis. Indexing of 
the 1971 literature was completed in December. 
Production of the 1971 Index began in mid- 
January and its probable publication date is 
June 1972.
This use of computer-typesetting is an expan­
sion of the Institute’s present use of this advanced 
printing technique. Other Institute publications 
being produced in this manner are Accounting 
Trends & Techniques, the membership and firm 
directories and the committee handbook.
The AICPA’s professional development divi­
sion has just released five new cassettes in its 
CPAudio Numbered Series and two cassettes in 
the APB Opinion Series. They are as follows:
• 42: "Record Filing in an Accounting Office” 
(based on MAP Bulletin No. 23).
• 43: "Personnel Management in a CPA 
Firm” by Charles L. Bond; "Practical Forms to 
Effectively Manage an Accounting Practice” by 
Bernard B. Isaacson.
• 44: "A CPA's Day in Court” ; "The CPA 
as an Expert Witness” by Marvin L. Stone.
• 45: "What EDP Systems Can Do for In­
ventory Control.”
• 46: "An Explanation of Statements on 
Auditing Procedure Nos. 45-50” by Douglas R. 
Carmichael.
• APB Opinion Series No. 3: "An Explana­
tion of APB Opinion No. 20, 'Accounting 
Changes’ ” by David Norr.
• APB Opinion Series No. 4: "An Explana­
tion of APB Opinion No. 21, 'Interest on Re­
ceivables and Payables’ ” by Paul Pacter.
The price of each cassette is $12.50 ($10 to 
AICPA members). Further information is avail­
able from the Institute's PD division.
Survey of Spanish-American CPAs 
is available from the Institute
The results of a survey of the Spanish-Amer­
ican minority in the accounting profession are 
how available from the American Institute. Con­
ducted by Joe G. San Miguel, a doctoral candi­
date in accounting at The University of Texas 
at Austin, the survey was commissioned by the 
Institute committee on minority recruitment and 
equal opportunity (see The CPA, Apr.71, p. 13).
The purpose of the study was to produce data 
to help the profession bring about equal oppor­
tunity for this group, which is in keeping with 
Council’s resolution to integrate the profession.
Copies of the survey may be obtained by 
writing John Ashworth, manager-recruitment, at 
Institute headquarters.
PD division adds seven cassettes to CPAudio programs
4Available— transcript 
of study group hearing
The transcript of the public hearing held 
by the Study on Establishment of Ac­
counting Principles in New York on No­
vember 3-4, 1971, is now available in a 
two volume set for $25. One volume con­
tains the position papers submitted and 
the second covers the discussions held 
during the session.
Requests should be addressed to 
Michael A. Pinto, administrative secre­
tary of the study group, American Insti­
tute of CPAs, 666 Fifth Avenue, New 
York, New York 10019.
Registration deadline nears for  Tenth 
International Congress of Accountants
Members who are interested in attending the 
Tenth International Congress of Accountants in 
Sydney, Australia, on October 16-20—but who 
have not yet registered— are urged to complete 
their reservation forms as soon as possible. March 
31 is the registration deadline for the Congress, 
whose theme is "Financial Measurement and 
Communication.”
Last month official registration forms, advance 
programs and travel brochures were mailed to 
approximately 625 American accountants who 
have expressed an interest in attending the meet­
ing. Members who want to be included in the 
Australia-bound group should contact the Insti­
tute’s international relations department.
The registration fee is $Au120 (approximately 
$144 U.S.) for Members of Congress and $Au50 
(approximately $60 U.S.) for nonaccountant 
guests over 16 who wish to attend the meeting. 
These fees are not all-inclusive, since an extra 
charge will be made for some of the entertain­
ment events and sightseeing tours. Details are 
available in the advance program.
Congress participants from the United States 
are to send their completed registration forms 
and checks to Travel Time, Inc., in Washington, 
D. C., the officially appointed travel agent in the 
U.S.
M ail ballot of Council results: vacancies 
are filled on Board of Directors, Council
In a recent mail ballot of Council, the follow­
ing Institute members were elected to till vacan­
cies on the Board of Directors and on Council:
• Norton M. Bedford of Illinois, who, will 
serve the remaining two years of Robert K. 
Mautz’s term on the Board of Directors. As a 
member of the Board, Dr. Bedford will continue 
to serve on Council.
• James H. MacNeill of New York, who will 
serve the remaining two years of Dr. Bedford’s 
term as a Council member at large.
• Frank T. Rea of Texas, who will serve the 
remaining two years of Glenn A. Welsch’s term 
as a directly elected member of Council.
The AICPA bylaws provide that if a vacancy 
in the membership of the Board or Council occurs 
between annual meetings of the Institute, the 
Board shall recommend replacements for elec­
tion by Council.
Ethics committee answers member's query
Following is a recent question from a member 
regarding press interviews and the AICPA eth­
ics committee’s reply:
Q. What restrictions does Rule 3.01, as in­
terpreted by Opinion No. 9 (4 ) ,  require a mem­
ber to observe when he is interviewed by the 
press?
A. A member may respond factually when 
approached by the press for information con­
cerning his firm, but he should not use press 
inquiries as a means of aggrandizing himself or 
his firm or of advertising professional attainments 
or services. When interviewed by a writer or re­
porter, he is charged with the knowledge that he 
cannot control the journalistic use of any infor­
mation he may give and should notify the re­
porter of the limitations imposed by professional 
ethics.
Comments to the press on the abilities or 
achievements of a member or his firm which are 
not appropriately restrained will be considered 
deliberate cultivation of publicity and a violation 
of Rule 3.01.
5Topics of papers for Tenth Inter-American Accounting Conference are selected
CPAs from the United States desiring to write 
technical papers for the Tenth Inter-American 
Accounting Conference scheduled for November 
19-25 in Punta del Este, Uruguay, must send 
them to the conference organizing committee 
by June 30. The theses must cover one of the 
following topics selected by the committee:
• Accounting treatment of taxes on the in­
come of business enterprises.
• EDP systems as a base for control of man­
agement, managerial efficiency, decision-making.
• The public accountant’s role in the study of 
marketing strategies.
• Programing and control of production.
• Financial planning of business enterprises.
• Methods for attaining efficiency in agricul­
tural operations; systemization of procedures.
• Minimum curriculum (course requirements) 
for the education and training of the public ac­
countant, at micro- and macro-economic levels. 
Courses for graduates as a means of updating 
and professional specialization.
• The limits and extent of the standards ap­
plicable to auditing and of the qualifications 
contained in the auditor’s opinion.
• The effect of inflation on the tax charge.
• The role of the public accountant in the 
preparation and study of investment projects for 
economic development.
• The regulation of the public accounting pro­
fession at national and international levels.
• The institutional promotion of the account­
ing profession.
Further details regarding form and method of 
presentation may be obtained from the AICPA 
international relations department.
AICPA Past President Louis M. Kessler is the 
permanent head of the U. S. delegation.
SAP exposure draft ( from page 1)
and (2 ) evaluate the investor’s response on the
basis of the facts.
When the investment is accounted for by a 
method that is contradictory to the presumption 
spelled out in Opinion No. 18, the auditor must 
be satisfied that such treatment is appropriate 
and should ensure that the financial statements 
disclose the reasons for the accounting method 
used.
• The investee’s most recent reliable financial 
statements should be used in determining the 
investor’s share of the investee's results of op­
erations. These may be unaudited interim state­
ments, but the proposed SAP points out that 
they often will be the investee’s audited year-end 
statements.
• The refusal of the investee to furnish the 
information needed to apply the equity method 
is evidence— but not necessarily conclusive evi­
dence—-that the investor does not have the ability 
to exercise significant influence over an investee.
• Disclosure is recommended of material 
events or transactions that take place between 
the year-end dates of the financial statements of 
the investor and investee (materiality in terms 
of the investor’s financial statements). When
these events are significant, disclosure may best 
be made by supplementing the financial state­
ments with pro forma financial data.
The exposure draft has been sent to practice 
units represented in the AICPA membership, 
Council members, state societies and local chap­
ters, stock exchanges, the Securities and Ex­
change Commission and other interested parties. 
Additional copies of the draft may be obtained 
by writing to Joseph V. Bencivenga, auditing and 
reporting division, at Institute headquarters.
March 13 is the deadline for comments.
SEC to expaid accounting staff
The Securities and Exchange Commission is 
engaged in a recruiting effort designed to ex­
pand its accounting staff in both its Washington 
office and its regional offices.
It is seeking accountants with public account­
ing experience and particularly those who already 
have, or plan to obtain, their CPA certificates. 
The jobs offer a professionally rewarding experi­
ence and an opportunity for career advancement.
Further information may be obtained from the 
Commission’s Director of Personnel, 500 North 
Capitol Street, Washington, D. C. 20549.
6Latest statistics on American Institute and state society membership
According to a recent AICPA survey, the 
number of Institute members has nearly 
doubled in the last decade. As of August 
31, 1971, there were 80,255 members 
as compared to 40,805 for the same 
date in 1961. The 1971 figure repre­
sents an increase of 5,842 over last 
year's total of 74,413.
The survey shows that the top five states 
in terms of AICPA membership and state 
society membership are:
State
AICPA Society 
State Members Members
New York 10,084 15,649
California 8,793 10,019
Texas 5,446 5,911
Illinois 4,964 5,752*
Pennsylvania 4,481 4,930
*As of August 1, 1971.
The tabulation also lists 87,497 CPAs as 
being members of state societies; this 
compares with 81,986 a year earlier. O f 
the 5,511 net gain in state society mem­
bership in 1971, the increases in the fol­
lowing five state societies represent over 
40 per cent of the total gain for the year:
California 693
Texas 509
New York 455
Florida 365
Michigan 302
2,324
The five states with the biggest net in­
creases in AICPA membership for last 
year are:
California 740
Texas 483
New York 353
Illinois 349
Florida 336
2,261
The gains shown by these states repre­
sent nearly 39 per cent of the Institute’s 
total increase in membership— 5,842—  
in 1971.
The net membership gains for the Insti­
tute and the state societies in 1969-70 
were 5,209 and 4,972, respectively.
Two members are expelled from Institute
In recent decisions of sub-boards of the Insti­
tute’s Trial Board, two members have been 
expelled.
• A sub-board of the Institute’s Trial Board 
met on July 2 2 , 1971, and found that Jack Green­
berg, 2023 Ocean Parkway, Brooklyn, New York, 
had been convicted of a crime involving moral 
turpitude. Neither Mr. Greenberg nor his attor­
ney was present at the sub-board hearing, where 
evidence was submitted by the ethics committee 
showing that he had pleaded guilty to bribery of 
an Internal Revenue Service employee and to 
aiding in the preparation of false and fraudulent 
income tax returns.
Subsequent to the hearing, Mr. Greenberg 
requested a review by the full Trial Board of the
sub-board’s decision that he should be expelled 
from the Institute. An ad  hoc committee of the 
Board considered the request for review on Octo­
ber 12, 1971, and decided to deny the petition. 
Accordingly, Mr. Greenberg’s expulsion from 
membership in the Institute became effective on 
October 1 2 ,  1971.
• On July 23, 1971, a sub-board of the Insti­
tute’s Trial Board met in New York to consider 
charges of the ethics committee that Everett A. 
Whorl, 173 Fairmont Avenue, Chatham, New 
Jersey, had been convicted of crimes involving 
moral turpitude after being found guilty in Fed­
eral Court of conspiring to defraud the Securities 
and Exchange Commission and of defrauding 
the Commission. The committee also charged 
that he had been convicted of violating Treasury
7Regulation U, which constituted a conviction of 
criminal offense, which tends to discredit the 
profession.
Neither the respondent nor his attorney was 
present at the hearing. After receiving the ethics 
committee’s case, the sub-board decided that Mr. 
Whorl was guilty as charged and that he should 
be expelled from membership in the Institute.
Mr. Whorl requested a review of the sub- 
board’s decision and that review was conducted 
by an ad hoc committee of the Trial Board on 
October 12, 1971. It was the decision of the ad 
hoc committee that the request for review should 
be denied and, accordingly, Mr. Whorl’s expul­
sion from the Institute became effective on Octo­
ber 1 2 , 1971.
Ed . N o t e : The sub-board in each case decides 
whether the name of the respondent shall be 
published in The CPA.
Speakers, topics announced for
The latest details on the Eighth Annual 
AICPA Conference on Computers and Informa­
tion Systems have been announced by Richard 
Cutting, chairman of the program committee for 
the conference.
Lawrence Welke, president of International 
Computer Programs, Inc., will be the keynote 
speaker, and Allen Krowe, vice-president of the 
IBM Data Processing Division, will address the 
participants on the closing day of the conference. 
As previously announced, Institute President 
Walter Oliphant will be the luncheon speaker 
on the first day of the meeting (The CPA, Jan.72, 
p.9).
Panel discussions will cover such topics as 
time-sharing, mini-computers, software, data and 
physical security, legal considerations, and man­
agement information systems. Informal orienta­
tion sessions and supplier presentations, popular 
features of past conferences, will also be in­
cluded on the program.
The conference, a "state-of-the-art” updating 
for CPAs currently involved in EDP or consider­
ing such involvement, will be held May 23-25 at 
the Dallas Marriott Motor Hotel.
For further details, contact Noel Zakin at 
the Institute.
Albert Christen is designated Kentucky's 
Outstanding Older Citizen by governor
Last fall AICPA member Albert Christen, 77, 
was named Kentucky’s Outstanding Older Citi­
zen by the state governor, Louie B. Nunn. Mr. 
Christen, the state’s finance commissioner, was 
senior partner in the CPA firm of Christen, 
Brown & Rufer in Louisville, and treasurer of 
the Gibbs-Inman Co. printing firm before assum­
ing his government post. Earlier in his career he 
was a federal bank examiner, a division super­
vising auditor for the U.S. Corps of Engineers 
and an elementary school principal.
Governor Nunn commended Mr. Christen for 
his concern for the economic affairs of the state 
and for watching the small transactions as well 
as the largest in an effort to avoid abuses of the 
public trust.
Mr. Christen received the Kentucky Society 
of CPAs’ Distinguished Service Award in 1970, 
the only time the award has been given.
He has also been active in the AICPA as a 
member of Council and of the committees on 
local practitioners, nominations, membership 
promotion and coordination of activities of state 
and national organizations.
Code restatement sent to members
A  pamphlet containing the proposed 
restatement of the Code of Professional 
Ethics was mailed to each AICPA mem­
ber early this month.
In a letter accompanying the pamphlet, 
AICPA President Walter J. Oliphant 
urged each member to “study the re­
statement carefully and comment on it to 
your Council representative. Please write 
to him— or to me— at the Institute and 
we will see that all Council members from 
your state receive a copy of your letter."
The proposed revision will be considered 
at the spring Council meeting on May 1 -3. 
If Council approves the proposal, the 
restated Code will be discussed at the 
annual meeting next fall and then sub­
mitted to the membership in a mail ballot.
8Seven more industries contribute to fund for disadvantaged
During the past month, seven more industrial 
companies, or foundations associated with indus­
trial companies, have contributed cash to the 
Accounting Education Fund for Disadvantaged 
Students (AEFDS)—a separate fund of the 
American Institute of Certified Public Account­
ants Foundation. The seven companies or foun­
dations are:
Allis Chalmers Foundation, Inc.
Certain-Teed Products Corporation 
Crane Fund for Widows and Children 
Di Giorgio Foundation 
The Flying Tiger Line 
General American Transportation 
Corporation 
National Lead Industries, Inc.
Almost all of the money in the AEFDS is spent 
for undergraduate scholarships for needy and 
high-potential minority accounting students. A 
small portion of the fund has been used for sup­
porting educational services, especially for pilot 
projects which may tap other sources of funds.
The companies and foundations Listed above 
were responding to an appeal by the Institute's 
Past President Marshall S. Armstrong, who
pointed out that many industrial companies as 
well as public accounting firms are benefiting 
from the Institute’s efforts to increase the number 
of minority accounting majors in college. Many 
representatives of companies, in responding to 
his appeal, cited the broad social importance of 
the Institute’s program.
United States Gypsum and Motorola have also 
contributed to AEFDS (see The CPA, Dec.71, 
p.10).
Annual meeting reminder
Members should mark their calendars 
now to set aside time to attend the Insti­
tute's 85th annual meeting in Denver, 
Colorado, from October 1 to 4. The 
Brown Palace and Denver Hilton will be 
the joint headquarters hotels.
More information on entertainment, 
speakers and technical and plenary ses­
sions will be published in forthcoming 
issues of The CPA.
t h e  C P A .  FEBRUARY 1972
The CPA is the membership bulletin of the Ameri­
can Institute of Certified Public Accountants, Inc. 
666 FIFTH  AVENUE, NEW YORK, N. Y. 10019
Second-class postage paid at New York, N. Y.
MARCH 1972
Highlights of the Board of Directors meeting
At its meeting in New York on February 10-11, the AICPA Board of Directors 
authorized the publication of a weekly technical accounting newsletter. Ten­
tative plans call for the newsletter to be distributed free to the entire member­
ship for a few months to give members an opportunity to evaluate its useful­
ness. At the end of this trial period, only those members who indicate a con­
tinued interest in the newsletter will be retained on the distribution list. Unan­
ticipated costs could prompt the Institute to charge for the weekly publication. 
Some possible effects of the newsletter are the elimination of the ARA News­
letter and the reduction of The CPA from 11 to 6 issues annually.
In other actions, the Board:
• Authorized the creation of an ad hoc international qualifications advisory 
committee to evaluate the education, examination and experience of appli­
cants for admission as international associates of the AICPA or for certification 
by state boards of accountancy. AICPA President Walter J. Oliphant has 
appointed Professor Lee Seidler of New York University as chairman. Other 
members of the committee are: Carl Dechow, Jr., a partner of Lybrand, Ross 
Bros. & Montgomery, Oakland, California, and the immediate past president 
of the National Association of State Boards of Accountancy; Richard Dremuk, 
director of International Student Admissions at the University of Illinois; 
and E. J. Smith, secretary of the Committee on Accountancy at the University 
of Illinois. Daniel L. Sweeney, AICPA director of examinations, is the staff 
aide to the group.
• Deferred consideration of proposed revisions in the bylaws pending a 
thorough study by an ad hoc committee to be appointed by the president.
• Tabled the proposal for another bylaw change to create a class of MAS 
associates. The Board was informed that the ( continued on page 11)
AICPA proposals to IRS would permit disclosure of tax return information
The AICPA tax division has recommended to the Internal Revenue Service 
that the regulations to be proposed on the disclosure of confidential tax return 
information permit certain types of disclosure within and without an account­
ing firm.
Code Section 7216(a), which was added by Section 316(a) of the 1971 
Revenue Act, imposes criminal penalties on tax return preparers for the use 
or disclosure of information obtained in the preparation of federal income 
tax returns. Only authorized exceptions, to be explicitly described in the regu­
lations under Section 7216, will be permitted.
The tax division has asked the IRS to consider the following suggestions in 
connection with the preparation of the regulations: ( continued on page 7)
An invitation to members to 
comment on the Code restatement
Seven years ago, at the annual meeting in 
Dallas, the Institute’s Gold Medal was pre­
sented to Thom as G. Higgins in recognition of 
his distinguished service to the profession— in­
cluding an extended period as chairman of the 
A IC PA  ethics committee.
In accepting the award, M r. Higgins did 
more than merely express his gratitude; he ad­
vanced an idea which may soon be translated  
into reality.
"I  suspect,” he said, "th at in the eyes of 
many CPAs, the members of the Institute’s eth­
ics committee are a group of dour, long-faced 
reformers who spend most of their time dream­
ing up prohibitions of one sort or another. Such 
an image, at any rate, would hardly be surpris­
ing, for our Code of Ethics, as it has evolved 
over the years, must be one of the worst pieces 
of Institute literature in current circulation. Its 
approach is completely negative. It consists of 
a long series of 'D o N ots,’ all with an air of 
'Thus saith the Lord .’ The whole tone of the 
Code is completely out of keeping with present- 
day modes of thought and behavior, with their 
emphasis on positive values. . . .  A  CPA  does 
not become ethical, after all, by refraining from  
such things as advertising or soliciting business. 
Doesn’t he need, in his profession’s basic state­
ment of what is considered proper ethical con­
duct, something more than a catalog of what he 
must not do? D oesn’t he, in fact, need some­
Editor: Barbara J. Shildneck
Production Assistant: Carol E. Levin
thing that will encourage and aid him in devel­
oping a sense of mission?”
M r. H iggins’ proposal led to the appointment 
of a special committee, headed by W allace  
Olson of Illinois, to undertake a full-scale re­
vision of the Code. (Incidentally, in keeping 
with an old tradition which might be regarded 
as a form of revenge, Mr. Higgins was invited 
to participate in the effort to implement his own 
idea.)
It is doubtful whether any committee of the 
Institute has ever had a harder chore —  or 
worked harder to perform it.
In addition to doing a substantial amount of 
research (e.g., on ethics codes of other profes­
sions), it has held countless meetings over the 
last four years. An initial draft of the revised 
Code was widely distributed late in 1970; an­
other version, reflecting changes made as a 
result of that exposure, was circulated last 
summer.
The com m ittee’s task is now nearing com ­
pletion —  and the task of the membership is 
beginning.
W ith  the approval of the Board of Directors, 
the proposed revision will be presented for ac­
tion to the spring meeting of Council on May 
1-3. If it gains the Council’s endorsement, it will 
be discussed at the annual meeting in Denver 
next fall and then be submitted to the member­
ship in a mail ballot.
This is not the time or place to argue the 
merits of this first comprehensive overhaul of 
our Code in nearly half a century.
It is appropriate for me, however, to em­
phasize the high significance of this effort.
Because of its importance, a copy of the re­
vision has been sent to every member of the 
Institute— with an urgent request that each of 
you take the time (even amid the pressures of 
the tax season) to study the document and com ­
municate your views to your representatives on 
Council. If you do not know them or know how  
to reach them, you can send your message to the 
American Institute of ( continued on page 10)
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3AICPA efforts to integrate the profession "in fact as well as...
Ed. N o te  : T his issue of The CPA re ports on sev­
eral projects initiated by the Institute committee 
on minority recruitment and equal opportunity 
in compliance with Council’s resolution to inte­
grate the profession "in fact as well as in ideal." 
The following stories (p p .3-5) illustrate how 
the contributions of members and corporations 
have been used in this effort.
Minority students in many schools are awarded Institute scholarships
The AICPA committee on minority recruit­
ment and equal opportunity has awarded schol­
arships valued at $14,000 to 25 minority ac­
counting students in many parts of the country. 
The amounts for individuals vary according to 
need, but all amounts are to be applied to tuition 
and other college expenses during the current 
spring semester.
The money was drawn from the Accounting 
Education Fund for Disadvantaged Students, 
which was set up by contributions from account­
ing firms and individual CPAs and recently 
enlarged by contributions from industries or 
industry-associated foundations ( The CPA, 
Apr.70, pp.7-10; Dec.71, p.10; Feb.72, p .8 ).
The new awards are the first for which stu­
dents were selected directly by the Institute’s 
committee after a system for nationwide screen­
ing of applicants was established. Last year, five 
grants of $50,000 each were given to five tradi­
tionally black colleges for undergraduate ac­
counting scholarships ( The CPA, Feb.71, p.3). 
As a result, these institutions have been able to 
seek out needy and talented high school gradu­
ates and make it possible for them to attend col­
lege as accounting majors (see pages 4 and 5). 
However, the new series of scholarships makes
possible a wide geographical distribution of stu­
dent assistance and the involvement of a greater 
number of colleges and universities.
Also, through the new series, scholarships are 
made available not only to black but also to 
Spanish-surnamed students, who are distributed 
through a large number of colleges.
The institutions whose students won scholar­
ships are A&T College of North Carolina, 
Alabama A&M University, California State Col­
lege at Los Angeles, Delaware State College, 
Florida Memorial College, Grambling College, 
Long Island University, Morgan State College, 
Pace College, Pennsylvania State University, 
Texas A&I University, Texas Southern Univer­
sity, University of Albuquerque, University of 
North Colorado, University of Texas at Austin, 
University of Texas at El Paso, Virginia Union 
University and Wittenburg University.
The faculties at all schools were asked to 
make a preliminary screening of applicants and 
to take into consideration financial need, aca­
demic ability and character. William R. Gifford, 
chairman of the scholarship subcommittee, has 
commented: "A review of the data on the appli­
cations makes me realize how greatly needed 
these scholarship funds are.”
Last month members of the Institute’s 
committee met informally with minor­
ity students at California State College 
at Los Angeles. Lincoln J. Harrison, 
lower left, committee chairman and 
dean of the College of Business at 
Southern University in Baton Rouge, 
is shown speaking with a few of the 
students. Leslie A . Popps, center, and 
Evelyn Yolanda Hernandez, right, 
were awarded A IC P A  scholarships for 
the spring 1972 semester. 
4. . . in  ideaI" result in scholarship grants to minority students
AICPA scholarship awards announced by three
Three traditionally black schools have recent­
ly announced AICPA accounting scholarship 
awards to a total of 44 students. The schools 
are Florida Agricultural and Mechanical Uni­
versity in Tallahassee, Southern University in 
Baton Rouge and Virginia State College in 
Petersburg. The awards were made possible by 
grants of $50,000 to each of these schools, 
drawn from the Accounting Education Fund for 
Disadvantaged Students.
AICPA scholarships made possible by a like 
grant at North Carolina Central University at 
Durham were announced earlier (The CPA, 
July-Aug.71, p .5 ).
traditionally black schools
All of the scholarships were awarded to ac­
counting majors—or to incoming freshmen ex­
pecting to become accounting majors—who need 
financial assistance and whose academic per­
formance is at least good. Many of the scholar­
ships were decisive factors in making it possible 
for exceptional high school students, at the top 
or near the top of their classes, to go to college.
The plans of the three colleges vary some­
what, as they have endeavored to use the funds 
as effectively as possible in the light of local eco­
nomic and educational conditions and also with 
a view to combining other forms of aid with the 
AICPA scholarships. ( continued on next page)
AICPA grant to New Mexico Highlands University to aid ten minority students
Last month the American Institute’s commit­
tee on minority recruitment and equal opportu­
nity gave New Mexico Highlands University at 
Las Vegas, New Mexico, a grant of $3,000 for 
ten $300 scholarships for minority students. At 
NMHU the $300 will cover almost all of the 
academic expenses for the first year. After that
the college administration is generally able to 
obtain federal or state funds for needy students 
with good high school academic records.
A very high percentage of the students at New 
Mexico Highlands University is Chicano; in ad­
dition, there is a small percentage of Indian 
students.
Students in intermediate accounting at NMHU react to a description of public ac­
counting practice by Leo Kirschner, of the Institute’s committee. Under the pencil 
sharpener in the back row is Professor Jon G. Norem, CPA, who will canvass 
schools of northeastern New Mexico for applicants for accounting scholarships. 
Mr. Kirschner, assistant controller at the Rockefeller Foundation, is not shown in 
the picture.
5and in an RCA Visiting Professorship at a traditionally black college
AICPA scholarship awards ( from page 4)
At Florida A&M, awards were given to 25 
incoming students "on the bases of financial aid, 
academic achievement and personal promise.” 
Dr. Sybil C. Mobley, CPA, professor of account­
ing at Florida A&M, described the awardees as 
"students we would not have landed without 
the AICPA grant.” She noted that Florida A&M 
had many more high potential applicants than 
they could possibly accommodate, and that 
awards were made for four years conditional 
upon satisfactory performance.
At Southern University in Baton Rouge, 13 
awards were made. The university plans to 
spread the grant over four years, and stu­
dents are required to maintain at least a 3.0 av­
erage to qualify for renewal of their scholarships.
At Virginia State College, 6 freshmen ac­
counting majors were given awards. Professor 
Frazier W. Brickhouse, head of the accounting 
department, wrote to the Institute that the col­
lege planned to continue the awards for four 
years, with payments covering an eight-year 
period. Thus, awards can be given to incoming 
freshmen for the next four years. AICPA schol­
arships ranged from $500 to $750 at Virginia 
State College, but the college was able to obtain 
other funds so that the total aid for the AICPA 
awardees ranged from $900 to $1,250 each.
All three schools have taken note of increas­
ing employment of their graduates by public 
accounting firms.
RCA sponsors visiting professorship at Dillard University
RCA has contributed $13,000 to the Ameri­
can Institute to begin a visiting professorship in 
accounting at Dillard University, a tradition­
ally black private university in New Orleans. 
RCA’s sponsorship of the accounting chair is a 
result of Past President Marshall Armstrong’s 
appeal to leading corporations to assist the In­
stitute in encouraging members of minority 
groups to enter the accounting profession.
Mr. Armstrong suggested three ways in which 
industries might join in the efforts of the profes­
sion: (1) set up a professorship; (2) estab­
lish a Ph.D. fellowship; and (3) contribute to 
the Accounting Education Fund for Disadvan­
taged Students, most of which is spent for 
undergraduate scholarships (see stories on 
pages 3 and 4).
Dr. Jerold J. Morgan, chairman of the De­
partment of Accounting at the University of 
Southern Mississippi, will be the first to hold 
the RCA Visiting Professorship. He will be at 
Dillard during the 1972 spring semester, on 
leave from USM.
J. Thomas Kennedy, vice president and con­
troller of RCA and an AICPA member, pre­
sented the check to AICPA President Walter 
J. Oliphant (see picture at right) on January
25. In accepting the contribution, Mr. Oliphant 
said that approximately 33,000 new account­
ants will be needed in business and industry 
each year through 1980. "In 1971, however, 
only about 22,000 accounting majors graduated 
in the United States, and less than 1,000 of these 
were from predominantly black colleges.”
Mr. Kennedy hands over check to President Oliphant.
6November CPA examination 
continues record trend
Continuing a four-year trend, the No­
vember 1971 Uniform CPA Examination 
sets new highs in the number of candi­
dates and in the number of papers writ­
ten. There were 28, 788 candidates tak­
ing the examination, and they wrote a 
total of 104,443 papers.
The honor role jurisdictions— those juris­
dictions with passing percentages at or 
greater than the national passing per­
centage for all parts of the examination 
— are Arizona, California, Colorado, 
Illinois, Minnesota, Missouri, Ohio, Vir­
ginia and Wisconsin.
Recent AICPA publications cover the 
CPA examination and auditing
The Institute publications described below are 
— or shortly will be— available to members. 
They may be obtained from the AICPA order 
department.
• Uniform CPA Examination Questions and 
Unofficial Answers— November 3-5, 1971, a 
supplement to The Journal of Accountancy. This 
booklet presents the text of the November 1971 
CPA examination and the unofficial answers and 
study references for the exam. Each copy is $.75. 
Members may arrange to receive these semian­
nual supplements on a subscription basis at $1.50 
a year.
• An Auditor’s Approach to Statistical Sam­
pling, Volume 5 : "Ratio and Difference Estima­
tion.” This text, which builds on the material 
covered in Volumes 1 ("An Introduction to Sta­
tistical Concepts and Estimation of Dollar 
Values”) and 3 ("Stratified Random Sam­
pling”), explains the concepts of ratio and dif­
ference estimation. These techniques may be 
used either with unrestricted or stratified sam­
pling, and allow the auditor to solve problems 
by statistical estimation. Examples are included 
to help develop practical experience. In addition 
to a programed text, the latest volume in this 
AICPA professional development self-study 
series includes a supplementary manual of sum­
maries, worksheets and reference material. List 
price is $7.50 ($6 to members).
• "Audits of Employee Health and Welfare 
Benefit Funds.” This Industry Audit Guide was 
prepared by the committee on health, welfare and 
pension funds for Institute members who are 
engaged to examine and report on the financial 
statements of employee health and welfare bene­
fit funds. The guide deals with those generally 
accepted auditing standards, generally accepted 
accounting principles and other reporting matters 
that are unique to these funds. The text includes 
illustrative financial statements for an insured 
fund, a self-insured fund and a vacation fund. 
The list price is $2.75 ($2.20 to members). The 
guide will be available early next month.
• "Suggested Guidelines for the Structure and 
Content of Audit Guides Prepared by Federal 
Agencies for Use by CPAs,” a position paper 
prepared by the AICPA committee on auditing 
for federal agencies. The report is intended to 
assist both accountants and federal agencies in 
their efforts to standardize the auditing of federal 
assistance programs through meaningful finan­
cial and compliance reports. Each copy is $1.75 
(two or more copies, 20 per cent member dis­
count) .
New PD course helps CPAs solve 
their own practice problems
The American Institute’s professional devel­
opment division has scheduled a new course 
entitled "How to Develop and Manage a Profit­
able Practice” for 13 presentations from June to 
November 1972. Designed both for partners of 
small and medium-sized firms and for individual 
practitioners, the two-day course covers such 
topics as leadership and public relations; attract­
ing new business; engagement letters and per­
formance of work; fees; staff recruiting, hiring 
and training; organizational structure; compen­
sation plans; partnership agreements; and bud­
getary control.
Course materials include a series of case 
studies and specially selected reading materials.
The course, prepared by a partner of a CPA 
firm that has experienced successful growth, will 
be presented by lecture, group discussion and 
problem-solving. The cost is $160.
Further information is available from the PD 
division at Institute headquarters.
7Accounting Objectives Study Group schedules hearings for April and May
The Accounting Objectives Study Group, 
established last year by the American 
Institute, has scheduled public hearings 
at the Palmer House Hotel in Chicago on 
April 17-18 and at the Americana Hotel 
in New York City on May 15-16.
The study group is presently consider­
ing who needs financial statements, 
what information is needed, how it 
should be communicated and how 
much of the needed information can be 
provided by accounting. The group's 
discussions have not been limited to pre­
vailing accounting principles and prac­
tices or to the present structure of finan­
cial statements; rather, it is considering, 
for example, the applicability of his­
torical cost, current values, and forecast­
ing and budgeting.
According to a brochure announcing 
the hearings, all interested parties are 
encouraged to participate. Participants 
are to submit written summaries of their 
presentations by March 15.
Copies of the brochure and other infor­
mation may be obtained by writing to: 
Robert M. Trueblood, Chairman, Ac­
counting Objectives Study Group, Suite 
1000, One Illinois Center, 111 East 
Wacker Drive, Chicago, Illinois 60601.
Confidential information ( from page 1)
"T o provide the best possible service to clients, 
it is the practice of certified public accountants to 
refer information furnished by client-taxpayers 
for the preparation of tax returns to partners or 
employees within an accounting firm. This is 
done in connection with the performance of addi­
tional professional services or related tax serv­
ices, for example, estate planning, financial 
counseling, auditing and other accounting serv­
ices. It is presumed that disclosure of information 
in this context will be permitted by the proposed 
regulations.
"There are a number of instances where dis­
closure to third parties outside the public ac­
counting firm of information furnished by a 
client-taxpayer for the preparation of his tax 
return is part of the normal course of the practice 
of public accounting. This is done after securing 
the client’s consent. The following examples of 
this type of disclosure are not all-inclusive, but 
they do illustrate typical situations:
"• CPAs are frequently called upon by their 
clients to provide credit information based upon 
a client’s tax return;
"• Certain public assistance and social wel­
fare programs require copies of an applicant’s tax 
return to make a disposition; and
"• Divorce proceedings sometimes require
that tax information be supplied in order to ar­
range settlements.
"W e urge that you consider including in the 
regulations to be proposed under Section 7216 
a provision that the use of information in the 
ordinary course of a CPA’s activities with the 
consent of the taxpayer will not be considered 
an improper disclosure of information.”
The Tax Adviser to publish results of IRS-tax 
division meeting on tux administration
The results of a meeting on tax administra­
tive problems held last November with rep­
resentatives of the AICPA’s federal taxation 
division and the Internal Revenue Service are 
being published in installments in the Profes­
sions at Work department of The Tax Adviser, 
beginning with the March 1972 issue.
The two-day meeting, which covered 20 items 
on the audit and compliance functions of the 
IRS, was attended by members of the tax divi­
sion’s committee on tax administration and by 
Singleton B. Wolfe, director, IRS Audit Divi­
sion, and his staff.
The series in The Tax Adviser will cover the 
agenda items, the written comments on each 
item by the IRS and the tax division, and the 
conclusions reached during the meeting.
New brochure for CPAs’ clients gives data on going public
A brochure, issued by the American 
Institute at the recommendation o f its 
special committee to study displacement 
of CPA firms, was mailed last month to 
the 16,000 practice units represented 
in the Institute's membership. Entitled 
“ Going Public?”  the pamphlet is to be 
distributed by members to their clients 
who are thinking o f making a public 
offering.
The brochure discusses in nontechnical 
terms the principal steps involved in 
going public. It also explains how the
CPA firm, working with other profes­
sional and technical advisers, can help 
a client through the complicated proc­
ess o f preparing for and registering a 
public offering.
For CPA firms who may wish to send 
them to clients, copies are available at 
nominal prices for quantity orders. For 
example, a minimum order of ten copies 
costs $2.40 ($3 to nonmembers); as the 
order increases, the per-copy price may 
be as low as $.18. Discount order forms 
were included in the mailing last month.
Automatic disciplinary provisions of bylaws invoked against six members
Four Institute members have been suspended 
and two expelled under automatic disciplinary 
provisions of the bylaws. The provisions in 
question may be summarized as follows:
Section 7.3.1 of the bylaws provides that a 
member shall be suspended from the Institute 
without a hearing when it is shown that he has 
been convicted of a crime defined as a felony by 
the convicting jurisdiction, and that his mem­
bership shall be terminated if the conviction is 
based upon a plea of guilty or if the conviction 
becomes final through denial of appeal or fa il­
ure to take an appeal.
Section 7.3.2 of the bylaws provides that a 
member shall be suspended from the Institute 
without a hearing when it is shown that his CPA 
certificate has been suspended as a disciplinary 
measure by the state board of accountancy, and 
that his membership shall be terminated with­
out a hearing should his CPA certificate be re­
voked as a disciplinary measure.
Resolutions o f Council provide that a state­
ment reporting such suspension or termination 
shall be published in The CPA in a form ap­
proved by the chairman of the Trial Board and 
shall disclose the name of the member con­
cerned, unless the chairman decides that the 
name be omitted.
The following actions have been taken under
these sections for the reasons indicated below. 
Suspension
•  Charles R. Harary, Brooklyn, New York—  
convicted of having given things of value to an 
Internal Revenue Service agent for or because 
of official acts performed and to be performed 
with respect to income tax audits, in violation 
of Title 18, United States Code, Section 201. 
(Conviction being appealed.)
•  W illiam  A. Sternkopf, Jr., Jersey City, New 
Jersey— convicted of conspiring to commit ex­
tortion and bribery, in violation of Title 18, 
United States Code, Sections 371, 1951 and 
1952. (Conviction being appealed.)
•  Thomas J. W illenborg, Sr., Omaha, N e­
braska— suspension of CPA certificate by state 
board of accountancy for a three-year period.
•  A member whose California CPA certifi­
cate was suspended for 45 days was suspended 
for a like period from membership in the 
Institute.
Termination
•  Joseph F. Glennie, Salem, Oregon— revo­
cation of Oregon CPA certificate.
•  Samuel Vigman, Bronx, New York— con­
viction of grand larceny in the second degree, a 
felony in New York State.
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AICPA committee advises members on auditing registered investment companies
By Douglas R. Carmichael, CPA, Ph.D.
Assistant Director
AICPA Auditing and Reporting Division
E d. N o t e : The following article should help 
members understand the complex requirements 
of reporting to the Securities and Exchange 
Commission on registered investment compa­
nies. Because these federal reporting require­
ments affect CPA firms of all sizes, the Institute’s 
committee on investment companies believes 
that all members must be aware of the problem 
areas involved.
The SEC has revised the type of auditor’s re­
port requested in connection with the examina­
tion of investment companies reporting on Form 
N-1R for years ending on or after December 
31, 1971, to include comments on the auditor’s 
evaluation of the system of internal accounting 
control.
The American Institute committee on invest­
ment companies advises that the evaluation 
should extend to the portions of the system 
which may be operated by agents (as described 
in Rule 31 a-3 under the Investment Company 
Act of 1940) on behalf of the investment com­
pany.
If controls external to the investment com­
pany are integral features of the investment 
company’s internal accounting control system, 
and there are no compensating controls within 
the investment company, these controls should 
be reviewed and tested by the auditor.
Particularly important is the need to obtain 
audit satisfaction as to control over the function 
exercised by banks and other shareholder serv­
icing or transfer agents.
These agents may perform procedures or 
maintain records on behalf of the investment 
company. The records may be part of the invest­
ment company’s system of internal accounting 
control and, therefore, should be subject to the 
auditor’s evaluation and tests. Audit procedures 
normally applied to the functions of an agent 
(or to similar "in house” functions) would in­
clude tests of transactions relating to recording 
sales and redemption of fund shares, settlement 
of sales and redemption transactions and recon­
ciliation of the transfer agent records with those
of the fund relating to shares outstanding. If 
considered necessary in the auditor’s judgment 
because of weaknesses in internal accounting 
controls or as a result of a review of share­
holder correspondence, mail confirmation from 
shareholders as to balances or selected trans­
actions may be undertaken. These agents can 
be of considerable assistance to the independent 
auditor in his evaluation of their systems of in­
ternal accounting control by making available 
to him procedural write-ups and descriptive data 
either prepared by them or by their independent 
auditors.
While the fund auditor cannot rely exclusively 
on a review of this material in discharging his 
responsibility, the availability of the data may 
significantly reduce the scope of his review pro­
cedures and the inherent disrupting effect on the 
agent’s operations.
Post annual meeting tour to 
Hawaii leaves from Denver
One of the three tours sponsored by the 
AICPA following the Institute’s 85th an­
nual meeting will be to the Hawaiian 
Islands. The cost of the tour— scheduled 
for October 4-13— is $587 per person. 
Tax is an additional $10.95.
Members taking the tour will depart 
from Denver on the last day of the an­
nual meeting. The meeting is to be held 
in Denver on October 1 -4.
The other two post meeting trips are for 
Sydney, Australia, for those wishing to 
attend the Tenth International Congress 
of Accountants (October 16-20). The 
first tour to Sydney will depart from 
Denver on October 4 while the second 
will leave from the West Coast on 
October 7. (See page 10 for a story re­
minding Congress participants of the 
registration deadline.)
Further information about the tours is 
available from the AICPA international 
relations department.
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AICPA testing program introduces new tests
The AICPA Professional Accounting Testing 
Program will feature three new examinations in 
its spring 1972 program. A new 50-minute orien­
tation test has been prepared by extracting and 
updating the most discriminating items from 
previously used forms. This test measures gen­
eral intelligence with emphasis upon business 
situations and aptitude for accounting work. 
Two new Level II achievement tests, one requir­
ing two hours and the other 50 minutes, will also 
be available. These tests, which evaluate account­
ing knowledge and skills for the complete under­
graduate program, provide greater emphasis on 
managerial accounting and for the first time 
cover topics in auditing, internal control, statis­
tical sampling, operations research and EDP.
The new tests were successfully used in the 
spring 1971 College Accounting Testing Pro­
gram. Availability to professional users was de­
ferred until national norms for various staff 
levels could be compiled.
The testing program will continue to offer the 
Level I examination (in both two-hour and 50- 
minute forms), which measures knowledge and 
understanding of accounting after one year of
Registration deadline nears for Tenth 
International Congress of Accountants
March 31 is the registration deadline for 
members who plan to attend the Tenth 
International Congress of Accountants 
in Sydney, Australia, on October 16-20.
Congress participants from the U.S. 
should send their completed registration 
forms and checks to Travel Time, Inc. 
in Washington, D.C., before March 31 
to ensure that the forms arrive in Aus­
tralia by the deadline. See the February 
CPA, p. 4, for details of the meeting.
training, and the Strong Vocational Interest 
Blank, which provides a comparison of interests 
with those of successful CPAs.
Further information may be obtained from the 
AICPA Testing Project Office, c/o The Psycho­
logical Corporation, 304 East 45th Street, New 
York, N. Y. 10017. Telephone: 212-679-7070.
Code restatement ( from page 2 )
CPAs and it will be relayed to them.
One of the most eloquent articles ever writ­
ten on ethics was prepared by Edward B. W il­
cox, a former president of the Institute, for the 
fiftieth anniversary issue of The Journal of 
Accountancy back in 1955.
"In meeting his ethical responsibilities,” Mr. 
Wilcox wrote, "the professional accountant is, 
in a larger and truer sense, grasping his ethical 
opportunities.
"Responsibility connotes duty which — how­
ever commendable it may be —  has the same 
lack of charm as a debt. But the ethics of his 
profession offers the accountant more than that. 
It offers him the greatest opportunity for fulfill­
ment and gratification. He has sound reason 
within himself to want to be ethical, to exem­
plify the code of his profession, to work con­
stantly for the betterment of that code, and to 
encourage his colleagues toward the same goal.
In grasping these opportunities by meeting re­
sponsibilities, the accountant serves others, but 
he also best serves himself. He has done this in 
the past. He does it now in good measure. There 
is every reason to believe that he will continue 
to do so in the future — and, with the passing 
years, that he will learn to do it better, more 
wisely, and more usefully.”
In my view, the adoption of the proposed 
Code will clearly demonstrate that CPAs are 
prepared to meet their responsibilities —  that, 
in Mr. Wilcox’s words, they have learned to do 
this "better, more wisely, and more usefully.”
However, although personally convinced that 
it is a vast improvement over the existing Code, 
I do not intend this column to be an advocate’s 
brief for the new one. I merely want to under­
score the importance of your aiding members 
of Council by giving them the benefit of your 
views.
This, in other words, is an RSVP invitation.
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1Plans for the AICPA computer conference 
are taking shape
The growing involvement of the small and 
medium-sized CPA firm with EDP is reflected 
in the program for the Institute’s Eighth Annual 
Conference on Computers and Information Sys­
tems. The meeting, to be held May 23-25 at the 
Dallas Marriott Motor Hotel, will feature a 
panel discussion entitled "What Do You Do 
When Your Smaller Client Gets a Small Com­
puter?” at which several practitioners will de­
scribe their own experiences in this area.
Other presentations on "What to Tell Your 
Partners About EDP” and the impact of IRS 
Revenue Ruling 71-20 and Revenue Procedure 
64-12 will be supplemented by panel discussions 
on such topics as time-sharing, mini-computers, 
data and physical security, and management in­
formation systems.
Marvin Stone, chairman of the AICPA’s ad 
hoc committee on the nature of accounting serv­
ices and a past president of the Institute, will be 
the luncheon speaker on May 24. As announced 
previously (T he CPA, Feb.72, p.7), the keynote 
speaker will be Lawrence Welke whose topic is 
entitled "Software Is a Business Equation.” 
AICPA President Walter J. Oliphant will ad­
dress the participants at the luncheon on the 
opening day of the meeting and Allen Krowe 
will speak on the closing day.
A registration form and highlights of the 
technical program will be published in an insert 
in next month’s CPA. The conference is a "state- 
of-the-art” updating for CPAs presently in­
volved in EDP or considering such involvement.
Further details may be obtained from Noel 
Zakin at the Institute.
Erratum
The February 1972 CPA story giving the lat­
est statistics on AICPA and state society member­
ship (p.6) should have mentioned that the data 
were based on members residing or having a 
place of business within the state. Total mem­
bership figures for state societies are frequently 
substantially greater than those shown in the 
AICPA tabulation.
Our apologies to those state societies whose 
membership figures were understated in The 
CPA story.
Increased benefits are available 
April 1 under AICPAIT 
Group Insurance Plan
A  new 1972 schedule of insurance, pro­
viding up to $40,000 of life insurance 
and related benefits, is now available 
to firms that are eligible for the Group 
Insurance Plan of the AICPA Insurance 
Trust. In addition, Dependents Group 
Life Insurance is offered as an option in 
the 1972 schedule. April 1, 1972, has 
been designated as the entry date both 
for firms planning to participate for the 
first time and for present participants 
desiring to improve their coverage.
Descriptive literature and invitations to 
participate in the 1972 schedule of in­
surance were mailed in late February. 
Any member desiring additional infor­
mation should write to the plan adminis­
trator: Reid & Carr, Inc., 530 Fifth Av­
enue, New York, N. Y. 10036.
Board meeting highlights ( from page 1) 
division of management advisory services expects 
to develop a proposal for an affiliated organi­
zation, which could be implemented fairly soon.
• Amended the Group Insurance Plan to per­
mit subscribers to increase their coverage to a 
maximum of $40,000 beginning April 1 (see 
story above).
• In keeping with the spirit of Council’s May 
1971 resolution recommending required contin­
uing education for CPAs, adopted a policy re­
quiring each CPA on the Institute staff to com­
plete 40 hours of formal continuing education 
annually as defined in the guidelines of the In­
stitute’s committee on continuing education.
• Agreed in principle to strengthen the Insti­
tute’s effort in Washington. The specifics of 
how the goal can be accomplished must await 
consideration of the report of the Study on Es­
tablishment of Accounting Principles, chaired 
by Francis M. Wheat.
• Authorized the revision of Professional 
Accounting in 25 Countries upon recommenda­
tion of the committee on international relations.
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American Institute's ethics committee answers
Q. A member has been approached by a com­
pany that sells insurance by preparing executive 
compensation plans for large corporations and 
financial planning for corporate executives. The 
company wishes to retain the member to deter­
mine which of its executive compensation plans 
would be most suitable in an individual case and 
to prepare tax returns for the clients of the com­
pany. The company engages in advertising and 
sales promotion in its operation. Is this arrange­
ment permissible?
A. If the company has some staff capability 
and does not rely entirely on the member’s com­
petence, he may be retained in a consulting ca­
pacity on an occasional basis to advise and assist 
the company in determining which plan would 
be most suitable for its individual clients, pro­
vided the member has no direct contact with such 
clients and the company does not mention its 
association with the CPA firm in any promotional 
material. If the member were retained on a per­
manent basis to determine the appropriate plan 
for each client, the company would, in effect, be
members' queries
marketing the member’s services to customers 
obtained through advertising. The member 
should not enter into an arrangement with the 
company to prepare tax returns for its clients 
since tax preparation would require direct serv­
ice to clients which the company may have ob­
tained through advertising and solicitation.
Q. A foreign accountant, observing the stand­
ards of practice prevailing in his country, serves 
as a director of a client and expresses an opinion 
on the client’s financial statements. To what ex­
tent may a U.S. auditor rely on the foreign 
auditor’s opinion in expressing an opinion on 
consolidated financial statements to be issued in 
the U.S.?
A. If the U.S. CPA’s name is to be associated 
with financial statements issued in the U.S., he 
must satisfy himself that the foreign account­
ant’s work conforms to standards prevailing in 
the U.S. Since the foreign accountant would not 
be considered to be independent under U.S. 
standards, the domestic CPA could not rely on 
the foreign accountant’s opinion.
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AICPA Board of Directors urges adoption of Wheat report
At a special meeting held on April 10-11 in New York City, the Institute’s 
Board of Directors issued a statement urging the AICPA Council to adopt a 
report submitted on March 29 , 1972, by the Study on Establishment of Account­
ing Principles. Excerpts of the Board’s statement, dated April 11, follow:
"The year-long study, conducted by a seven-man group headed by Francis M. 
Wheat, former member of the Securities and Exchange Commission, recom­
mended among other things that the present Accounting Principles Board 
composed of volunteers drawn from the AICPA membership be replaced by a 
full-time paid Financial Accounting Standards Board, operating under a Foun­
dation organized by, but functioning separately from, the AICPA.
"All members of the study group were present at the first day of the special 
meeting to aid the Institute’s Board of Directors in its deliberations.
"The Board recognized that prompt action to implement the recommenda­
tions would be highly desirable in the public interest to avoid any extended 
interruption in the effort to improve standards of financial reporting.
"In deciding to seek final approval of the report by the AICPA Council 
on May 1-3, the Board also took cognizance of the fact that a number of impor­
tant organizations within the financial community have already voiced approval 
of the study group’s principal recommendations.
"Between now and May 1 the Board expects to receive additional comments 
on the report from a number of interested organizations and individuals within 
and without the profession.
"In order to facilitate timely and appropriate ( continued on page 9)
Layton nominated for Institute president
LeRoy Layton, of New York, has been nominated for the presidency of the 
American Institute in 1972-73 by the committee on nominations, which met in 
New York on March 16. Mr. Layton, who is senior partner of Main Lafrentz 
& Co., is a past chairman of the Accounting Principles Board.
The four vice presidents nominated were: William T. Barnes, Lybrand, 
Ross Bros. & Montgomery, Washington, D.C.; Edward A. DeMiller, Jr., 
Miazza, DeMiller & Word, Mississippi; Max Myers, Myers, Scarbrough & 
Baker, Missouri; and James E. Seitz, Touche Ross & Co., California.
Harry F. Reiss, Jr., Ernst & Ernst, New York, was nominated as treasurer.
Three members were nominated for three-year terms on the Board of Direc­
tors: George E. Doty, Goldman, Sachs & Co., New York; William B. Nicol, 
Meaden & Moore, Ohio; and Wilbur H. Stevens, Elmer Fox & Co., California.
The full report of the committee, including nominees for Council, will be 
published in the May issue of The CPA.
APRIL 1972
2Institute to hunch test run of automated accounting retrieval system
The AICPA is one step away from putting 
into operation a national automated accounting 
retrieval system.
Starting in June, and continuing for six 
months, the Institute will conduct a pilot pro­
gram for such a system, which is intended to test 
the effectiveness of the computer system devel­
oped by Mead Data Central, Inc., of Dayton, 
Ohio. The system is now being used by legal and 
medical organizations and by several federal 
agencies.
The AICPA’s pilot run will include a data 
file of 500 annual reports of corporations listed 
on the New York and American stock ex­
changes. The initial data bank may be enlarged 
during the pilot program to include additional 
reports or financial statement notes on a sub­
ject of current interest.
The system being tested is a full-text, real­
time, interactive system with multiple-term, co­
ordinate search capabilities.
In a full-text system, every word in the docu­
ment is stored in the computer and, apart from 
"noise” words (conjunctions, prepositions and 
articles), all words become index terms.
A real-time system enables users to access the 
computer over leased or voice telephone lines 
from remote terminals without the intervention 
of another person.
An interactive system enables the user to have 
a dialogue with the computer during the search 
process and helps him in his choice of search 
terms and in phrasing his queries.
Multiple-term, coordinate search capabilities 
permit the user to coordinate or create strings 
of terms or words based on his judgment as to 
what documents he wants to see and how he 
wants to search. Combined with the interactive 
feature, these capabilities enable the user to con­
duct his searches in a fashion similar to tradi­
tional research methods.
The data files listed below in order of priority 
are planned for inclusion in the full-text system:
Editor: Barbara J. Shildneck
Production Assistant: Marie Bareille
• Annual reports of corporations traded on 
the New York and American stock exchanges 
and in the over-the-counter market.
• Prospectuses and proxies.
• Accounting literature.
• Accounting firm subject files.
• Institute bulletins and pronouncements.
The Institute’s information retrieval project
was initiated in 1970 to provide a ready source 
of research information about current account­
ing practices.
The pilot program will be demonstrated at the 
Council meeting in Boca Raton next month and 
at the annual meeting in Denver in October.
Leonard M . Savoie to leave 
Institute position June 30
Leonard M. Savoie, who on June 30 will have 
completed his agreement to serve for five years 
as the Institute’s executive vice president, will 
leave this position to pursue other professional 
interests.
In announcing Mr. Savoie’s decision last 
month, AICPA President Walter J. Oliphant 
said that Mr. Savoie had filled his post "with 
great energy and distinction. During his tenure 
the profession formulated numerous new account­
ing guidelines designed to provide increased in­
formation for the investing public.”
Previously a partner with Price Waterhouse & 
Co., Mr. Savoie joined the Institute’s staff in 
1967, when the new position of executive vice 
president was established in order to bring a 
leading CPA from practice into the Institute as 
its chief technical spokesman.
In this capacity, he directed an expanded tech­
nical staff, spoke extensively on accounting and 
financial matters and established working rela­
tionships with many of the nation’s leading busi­
ness editors and writers.
Mr. Savoie has not yet announced his future 
plans nor has the Institute considered a suc­
cessor.
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3X. Bender Tansill's study of the AICPA 
membership highlights long-time members
X. Bender Tansill, of Silver Spring, Maryland, 
has recently completed a private—and very de­
tailed—research study of the pioneers of the U.S. 
accounting profession. An AICPA member for 
46 years, Mr. Tansill has compiled information 
about other long-time Institute members that 
should be of interest to readers of The CPA.
After reviewing the AICPA membership di­
rectories for 1965 and 1970, member by member, 
and subsequently updating his findings with the 
Institute’s latest records, Mr. Tansill compiled 
the names of all those AICPA members who had 
joined the Institute prior to January 1, 1926, 
and who were still on the membership rolls on 
August 31, 1971.
One example of Mr. Tansill’s industry is his 
list of the names, by year of entry, of the 358 ac­
countants who joined the Institute and its prede­
cessor organizations from 1906 through 1925. 
Of significance is the fact that 97 of these 358 
CPAs have been Institute members for 50 years 
or more.
Other listings name the 41 winners of the 
AICPA’s Gold Medal Award for Distinguished 
Service to the Profession (from 1944 to 1971) 
and the 33 members of The Ohio State Univer­
sity’s Accountants Hall of Fame, which was 
initiated in 1950. Mr. Tansill points out that of 
the 55 persons included in these two groups, 19 
have received both honors (see the box below).
Students of the history of accounting should 
also be interested in Mr. Tansill’s compilation
Winners of AICPA Gold Medal 
who are also listed in the 
Accountants Hall of Fame
of annual membership statistics from 1887 to 
1971 for the AICPA and its U.S. predecessors. 
Some highlights follow:
• In 1887, the American Association of Public 
Accountants had 26 members.
• In 1916, the AAPA was reorganized as the 
Institute of Accountants in the U.S.A.; the next 
year, when the accounting organization’s name 
was changed to the American Institute of Ac­
countants, the membership totaled 1,220.
• In 1937, the American Society of CPAs 
merged with the AIA, and the combined mem­
bership was 4,890.
• In 1957, when the AIA changed its name 
to the American Institute of CPAs, there were 
30,568 members.
• In 1971, the membership total was 80,255.
Mr. Tansill’s report, which also gives details
about some of the other early leaders of the pro­
fession, is on file in the AICPA library. Readers 
desiring copies of the report may obtain them 
by writing to the AICPA publications division.
American Institute publishes 
"Campaign Treasurer's Handbook"
A handbook designed to help political candi­
dates and their campaign organizations dp a 
better job of fulfilling their obligations to the 
law and to the public is now available from the 
American Institute. Entitled "The Campaign 
Treasurer’s Handbook,” the booklet is based on 
material developed by the Florida Institute of 
CPAs, the Missouri Society of CPAs and the Col­
orado Society of CPAs.
The booklet provides, in nontechnical terms, 
specific guidelines and procedures for handling 
political campaign contributions and expendi­
tures. It also includes a number of sample forms 
which will simplify record-keeping, accountabil­
ity and control.
The Institute committee on state legislation is 
encouraging CPAs either to be involved politi­
cally as campaign treasurers or to make copies of 
the handbook available to everyone who may be 
running for elective office and to those who man­
age their campaigns.
The paperbound booklet is $2.50 ($2 to mem­
bers) and may be obtained from the Institute’s 
order department.
George Oliver May 
Robert H. Montgomery 
William A. Paton 
Victor H. Stempf 
T. Coleman Andrews 
Carman G. Blough 
Samuel J. Broad 
Hiram T. Scovill 
Percival F. Brundage 
Arthur B. Foye
Donald P. Perry 
Marquis G. Eaton 
Maurice H. Stans 
Eric L. Kohler 
Andrew Barr 
Lloyd Morey 
Paul Grady 
George D. Bailey 
John L. Carey
4SEC Chairman Casey to address American institute annual meeting
William J . Casey, chairman of the Securities 
and Exchange Commission, will be the luncheon 
speaker on Monday, the first full day of the In­
stitute’s 85th annual meeting, to be held October 
1-4 in Denver, Colorado.
In a departure from past meetings, the annual 
business session— followed by the installation 
luncheon for new officers—will be held on 
Wednesday morning rather than on Monday. 
The Monday morning time slot will be filled by 
the initial plenary session.
On Monday afternoon, two successive plenary 
sessions will cover "Man as the Measure” (a 
discussion of the changing concepts of motiva­
tion in industry) and "The Future of Manage­
ment” (a discussion of the impact on manage­
ment of the corporate environment in the next 
several decades).
The technical program scheduled for Tues­
day will include two concurrent sessions and—a 
new feature— two simultaneous group discus­
sion sessions for both morning and afternoon. 
The group discussions require advance registra­
tions, and each group will be limited to 50 
persons.
The meetings scheduled for Tuesday morning 
are as follows:
• Technical sessions on "Prospects for the 
Local Practitioner,” during which AICPA Past 
President Marvin L. Stone, chairman of the com­
mittee on the nature of accounting services, and 
panelists will discuss the potential challenges to 
the CPA’s practice of the many commercial com­
petitors entering the tax, EDP and allied fields; 
and "New Frontiers in Auditing,” during which 
such concepts of auditing as reporting on fore­
casts, operational auditing and continuous au­
dits will be discussed.
• Small group discussions on "Planning for 
Continuing Education in a Firm” and "The In­
stitute’s Quality Review Program.”
The meetings scheduled for Tuesday after­
noon are:
• Technical sessions dealing with "The Reali­
ties of the Electronic Age,” during which the 
latest advances in computer technology will be 
discussed; and "The Relationship Between Tax 
and Financial Accounting,” which will cover 
the involvement of Congress and others in the 
establishment of accounting principles.
• Small group discussions on Standards of 
Practice in MAS” and "More on Accountants’ 
Legal Liability.”
Following the Tuesday afternoon sessions will 
be a "Wrap-up Briefing on the Code Restate­
ment,” an optional session. At this time Ethics 
Division Chairman Wallace E. Olson will an­
swer any last-minute questions about the Code 
revision in preparation for its discussion at the 
annual business session on Wednesday morning.
All meetings will take place at the Denver 
Convention Complex. As reported earlier, the 
joint headquarters hotels are the Brown Palace 
and the Denver Hilton.
John C Burton is new 
chief accountant of the SEC
AICPA Member John C. Burton, professor 
of accounting and finance at the Columbia Uni­
versity Graduate School of Business, has been 
appointed chief accountant of the Securities and 
Exchange Commission, according to an an­
nouncement on April 6 by SEC Chairman W il­
liam J. Casey. Dr. Burton succeeds Andrew Barr, 
who retired earlier this year.
Currently the book editor of The Journal of 
Accountancy and a member of the AICPA plan­
ning committee, Dr. Burton was the chairman of 
a symposium on ethics in corporate financial re­
porting held last November at the Seaview 
Country Club in Absecon, New Jersey. Organi­
zations sponsoring the meeting, in addition to 
the AICPA, were the Financial Analysts Federa­
tion, the Financial Executives Institute and the 
Robert Morris Associates. A summary of the pro­
ceedings, edited by Dr. Burton, will be published 
by the Institute this summer.
Dr. Burton was chairman of the first Seaview 
Symposium in 1968—on conflicts and challenges 
in corporate financial reporting—also sponsored 
by the same four groups, and was editor of the 
book resulting from that meeting.
The author of several books and articles, Dr. 
Burton received his M.B.A. and Ph.D. degrees 
from the Graduate School of Business of Co­
lumbia University. He was with Arthur Young & 
Company from 1955 to 1960, when he was 
named associate professor of accounting at Co­
lumbia. He became a full professor in 1970.
Are you involved with EDP? Here is a once-a-year 
opportunity to bring yourself up-to-date.
Eighth Annual AICPA Conference on 
Computers and Information Systems
MARRIOTT MOTOR HOTEL 
DALLAS, TEXAS 
MAY 23-25, 1972
This highly successful program offers important practical benefits to 
every CPA who is involved with some aspect of EDP . . .  or who may 
become so involved.
The 2½ day Conference has been designed to provide a “state of the 
art” updating which is sure to be valuable to every AICPA member— in 
public practice or privately employed. In addition to practical sessions 
covering various aspects of computers and information systems, there will 
be informal orientation sessions and supplier presentations, two features 
which have been enthusiastically received at past Conferences.
To supplement the regular program, ample opportunity has been pro­
vided for informal discussions and associations which have proved ex­
tremely helpful in the past. And a special program of interest to wives is 
being planned— at no additional ladies’ registration fee.
TECHNICAL PROGRAM HIGHLIGHTS
Continued on reverse side ..
TUESDAY, MAY 23, 1972
Software is a Business Equation 
What Do You Do When Your Smaller 
Client Gets a Small Computer? A prac­
tical, “how to do it” panel stressing audit 
considerations.
A Potpourri of EDP Topics. Roundtable 
sessions including income tax return 
preparation . . .  mini-computers . . .  time 
sharing . . . service center operation . . . 
management information systems . . . 
use of audit software programs.
Informal Orientation Sessions:
a. For those considering ED P  
activities.
b. For those currently involved 
in ED P activities.
WEDNESDAY, MAY 24, 1972
Six Parallel Sessions.
Timesharing and Tax Practice.
Mini-Computers—Where Are 
They Now?
Software Documentation. In the
firm and at the client
Data and Physical Security. 
Computer Insurance.
Management Information Systems.
In the CPA practice . . .
At the AICPA.
Concurrent Supplier Presentations.
Hardware, software and services.
8th Annual Conference on Computers and Information Systems
TECHNICAL PROGRAM HIGHLIGHTS (continued)
THURSDAY, MAY 25, 1972 Note— The program will also include
The CPA and the Computer— An Ideal brief status reports on
Marriage. AICPA EDP and Committee Activities. 
What to Tell Your Partner About EDP.
Impact of IRS Revenue Ruling 71-20 Computer Program Exchange.
and Revenue Procedure 64-12. Independence and EDP.
REGISTRATION INFORMATION—Single registration fee for the Confer­
ence is $95. The fee for additional registrants from the same firm is $75. This 
fee covers all sessions, materials, luncheons and coffee breaks on all three days 
as well as the reception on Tuesday evening. Hotel accommodations and other 
meals are not included.
Hotel reservations should be sent directly to the Future Reservations De­
partment, Marriott Motor Hotel, 2101 Stemmons Freeway, Dallas, Texas 
75207. Tel. 214-748-8551. (Please mention the AICPA Computer Conference.)
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please register the persons listed below for the Eighth Annual 
Conference on Computers and Information Systems. We understand that the 
registration fee covers all sessions as well as materials, coffee breaks, luncheons 
and the Reception. (Hotel accommodations and other meals are not included.) 
We are enclosing $95.00 to cover the first registration plus $75.00 for each 
additional registration. Payment must accompany all registrations. Please make 
your check payable to AICPA.
PLEASE TYPE OR PRINT
FIRM _____________________________________________________________________
ADDRESS_________________________________________________________________
CITY________________________________STATE____________________ZIP CODE.
TELEPHONE: AREA CODE_______________________ NUMBER______________
NAMES OF REGISTRANTS
We plan to participate in the following:
□  Special informal orientation sem­
inar for CPAs who are consider­
ing EDP activities. Tuesday eve­
ning, May 23.
□  Special informal orientation sem­
inar for CPAs currently involved 
in EDP activities. Tuesday eve­
ning, May 23.
Just published—A new audit guide dealing 
with a subject of major interest—
Audits of Employee 
Health and 
Welfare Benefit Funds
This new guide offers essential information and direction for the CPA 
who may be engaged to examine and report on the financial statements of 
employee health and welfare benefit funds.
Following a description of employee health and welfare benefit plans 
and a discussion of their administration and accounting records, the guide 
considers—in practical terms—generally accepted auditing standards, gen­
erally accepted accounting principles and other reporting matters as they 
pertain to specific conditions and circumstances which are characteristic of 
these funds.
The text discusses the treatment of such subjects as contributions, claims, 
insurance premium payments and related liabilities, liability for accumu­
lated eligibility credits and allocation of expenses. It also provides illustra­
tive financial statements for an insured fund, a self-insured fund and a 
vacation fund. List price $2.75
Also  A va ila b le . . .
Suggested Guidelines for the Structure and 
Content of Audit Guides Prepared by 
Federal Agencies for Use by CPAs
Just issued, this report has been prepared by the AICPA committee 
on auditing for federal agencies to assist both accountants and federal 
agencies in their efforts to standardize the auditing of federal assist­
ance programs. It is designed to achieve greater standardization in the 
structure and content of audit guides, establish broad guidelines re­
lating to financial audits, and discuss the extension of auditing proce­
dure to meet reporting requirements for systems surveys and com­
pliance matters. List price $1.75
SEE REVERSE SIDE FOR EARLIER AUDIT GUIDES 
AND AICPA MEMBER DISCOUNT ORDER FORM
Earlier Industry Audit Guides Available
These guides offer the independent auditor essential background infor­
mation as well as reliable guidelines for the audit of specific industries, 
types of business or aspects of business activity. Each guide describes dis­
tinctive characteristics of the industry or activity covered and recommends 
appropriate auditing and reporting practices. The guides also consider un­
usual problems which may be encountered and explain regulations and 
other special factors that must be taken into account.
MEDICARE AUDIT GUIDE (1969)
AUDITS OF BANKS (1968-1969)
AUDITS OF PERSONAL FINANCIAL STATEMENTS (1968)
AUDITS OF CONSTRUCTION CONTRACTORS (1965)
AUDITS OF FIRE AN D  CASUALTY INSURANCE COMPANIES (1966)
EACH STUDY $2.75 POST BINDER $4.50
DISCOUNT ORDER FORM /  FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
G entlem en: Please send, postpaid, the new publications listed below. Pay­
m ent is enclosed.*
......... Audits of Employee Health and Welfare Benefit Funds (012309) $2.75
......... Suggested Guidelines for Audit Guides Prepared by Federal Agencies for Use
by CPAs (059803) $1.75
Also send the following earlier audit guides at $2.75 each . . .
......... Medicare (012205)
......... Banks (011128)
......... Personal Financial Statements (013104)
......... Construction Contractors (010604)
......... Fire and Casualty Insurance Companies (012101)
......... Post Binder for Audit Guides (011005) $4.50
MEMBER’S NAME_____________________________________________________________
FIRM_________________________________________________________________________
(if part of mailing address)
ADDRESS_____________________________________________________________________
CITY______________________________ STATE____________________ZIP_____________
*AICPA MEMBER DISCOUNT — Please deduct 20 percent from the 
prices shown if your order totals $2.50 or more.
Please add 7 percent sales tax in New York City. Elsewhere in New 
York State, add 4 percent state tax plus local tax if applicable.
9AICPA tax division testifies on proposals for the regulation of tax return preparers
On April 18, Robert G. Skinner, chairman of 
the AICPA tax division, recommended at con­
gressional hearings that nonprofessional commer­
cial tax return preparers be required to file with 
the IRS an information return listing the name, 
address and identification number for each tax­
payer for whom a return is prepared, and that 
preparers should file the information returns at 
a central IRS location by June 30 of each year.
The hearings on proposals for the regulation 
of tax return preparers were held by a subcom­
mittee of the House Committee on Government 
Operations. Early issues of The Tax Adviser and 
The Journal will publish the Institute’s position.
Mr. Skinner explained that the proposal 
would be an effective and uncomplicated way to 
regulate the performance of nonprofessional 
commercial tax return preparers.
"Utilizing its computer capability,” Mr. Skin­
ner said, "the IRS could process the information 
returns to identify all returns prepared by a par­
ticular tax return preparer. This would enable 
the IRS to determine whether the returns were 
done in a competent manner and whether any 
'pattern of abuse’ existed. In addition, our rec­
ommendation would have the psychological ef­
fect of impressing on tax return preparers that a 
workable enforcement procedure is in effect and 
that improper practices could be detected.
"We believe that a preparer information re­
turn procedure is superior to either a licensing’ 
or 'registration’ system. Under a licensing sys­
tem, the IRS would be required to determine a 
tax return preparer’s qualifications, issue licenses 
and regulate licensees. Under a registration sys­
tem, a tax return preparer would merely file his 
name with the IRS to indicate his intention to 
prepare tax returns.
"We believe that both the licensing and regis­
tration systems would be cumbersome, expensive 
and ineffective.” In the division’s opinion, both 
of these systems might encourage promotional 
abuses. For example, the division believes "the 
issuance of licenses or registration cards might 
be regarded by the public as an endorsement by 
the IRS of the competence or integrity of tax 
return preparers, especially if a return preparer 
could advertise that he is ‘licensed’ or ‘registered’ 
by the IRS.
Other recommendations to protect the public
from incompetent or unethical preparers are:
• Expand IRS publicity programs to inform 
taxpayers about the responsibilities of tax return 
preparers and to encourage taxpayers to engage 
only qualified preparers.
• Extend negligence penalties to tax return 
preparers; however, the burden of proof should 
be on the Service.
• Have the IRS authorized to obtain judicial 
injunctions to prevent unethical tax return pre­
parers from providing future services.
• Impose a monetary penalty for each return 
prepared by a tax return preparer who engages 
in misleading advertising.
• Impose a monetary penalty for failure by 
tax return preparers to sign returns which are 
prepared for a fee.
• Require tax return preparers to make copies 
of all returns prepared, to retain them for at 
least three years and to give a copy of each return 
prepared to the taxpayer.
• Expand cooperation between IRS and es­
tablished schools and universities in presenting 
courses to train tax return preparers.
Board approves Wheat report (from  page 1) 
consideration of the report, the Board of Direc­
tors requested the president of the Institute to 
create a special committee with a three-part mis­
sion: to continue to canvass reactions to the re­
port, to determine the extent of the financial 
support which can be reasonably expected to 
finance the expanded program envisioned in the 
report, and to develop proposals for the initial 
steps which must be taken to carry out its major 
recommendations.
"In strongly urging the AICPA Council to 
adopt the report and to authorize its prompt 
implementation, the Board concurred in the 
judgment of the study group that an urgent need 
exists for 'a bold new effort to insure public 
confidence in the ways in which financial infor­
mation is reported.’ It is also convinced that the 
approach outlined in the report constitutes just 
such an effort—with considerable promise of 
achieving the goal of preserving public confi­
dence in the integrity of financial reporting.”
For further details, see the News Report in 
the May Journal o f Accountancy.
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Professional development program for spring and summer
Following are the AICPA professional devel­
opment programs that have been scheduled for 
May to the end of August. Further information 
may be obtained from the Institute’s PD divi­
sion or from the state societies sponsoring the 
programs. The asterisks refer to Institute-spon­
sored programs; inquiries about these should be 
made directly to the AICPA’s PD division.
A catalogue of dates and locations, giving ex­
planatory material about each offering—includ­
ing seminars—has been mailed to all members.
EVERYDAY TAX RESEARCH 
Price and dates and locations to be an­
nounced.
AUDITING EDP SYSTEMS 
June 1-2 
June 28-29 
July 20-21 
August 23-24
BANK AUDITING  
May 8-9 
June 1-2 
June 5-6 
June 8-9 
June 20-21 
June 26-27 
June 26-27  
July 13-14 
July 24-25 
July 27-28 
August 3-4 
August 24-25
$185
Richmond, Va. 
Columbus, Ohio 
Philadelphia, Pa. 
Dallas, Tex.
$160
New York, N.Y. 
Bloomington, Minn. 
Lexington, Mass. 
Philadelphia, Pa. 
Los Angeles, Calif. 
Indianapolis, Ind. 
Tulsa, Okla. 
Dayton, Ohio 
San Francisco, Calif. 
Wichita, Kans. 
New Orleans, La. 
Chicago, Ill.
COBOL PRO GRAM M ING FOR 
ACCOUNTANTS
June 8-10 
August 16-18 
August 23-25
$2 00
Oak Brook, Ill. 
Denver, Colo. 
Philadelphia, Pa.
COMPUTER SECURITY AND
THE AUDITOR'S RESPONSIBILITY $70
May 15 Atlanta, Ga.
June 5 Newark, N.J.
June 23 Los Angeles, Calif.
July 28 Denver, Colo.
August 7 Philadelphia, Pa.
CONTROL OF EDP SYSTEMS $185
May 8-9 Philadelphia, Pa.
May 30-31 Richmond, Va.
June 26-27 Columbus, Ohio
August 17-18 Oklahoma City, Okla.
FILINGS WITH THE SEC $160
May 11-12 Philadelphia, Pa.
June 5-6 New York, N.Y.
FRAUD AND THE AUDITOR'S
RESPONSIBILITY $160
June 8-9 Atlanta, Ga.
August 3-4 East Orange, N.J.
G O IN G  PUBLIC $75
May 22 Ann Arbor, Mich.
August 4 Las Vegas, Nev.
August 18 Orlando, Fla.
H O W  TO DEVELOP AND
M ANAGE A PROFITABLE PRACTICE $160
June 2-3 New York, N.Y.
July 17-18 Atlantic City, N.J.
July 17-18 Nashville, Tenn.
July 21-22 Chicago, Ill.
August 7-8 Tulsa, Okla.
August 24-25 Des Moines, Iowa
August 31 -September 1 Atlanta, Ga.
LOCAL GOVERNMENT ACCOUNTING
AND AUDITING $160
May 18-19 Las Vegas, Nev.
May 25-26 Bloomington, Minn.
May 25-26 Nashville, Tenn.
June 8-9 St. Louis, Mo.
June 22-23 New Orleans, La.
June 26-27 Raleigh, N.C.
June 27-28 Hutchinson, Kans.
June 28-29 Jamesburg, N.J.
MANAGEMENT FOR RESULTS $400
June 11-16 Colorado Springs, Colo.
June 25-30 Lake Tahoe, Nev.
July 23-28 Traverse City, Mich.
August 13-18 Arlington, Va.
MEDICARE WORKSHOP $55
May 18 Lake Geneva, Wis.
(Ind. Soc. presentation)
May 26 Pittsburgh, Pa.
August 11 St. Louis, Mo.
August 18 Las Vegas, Nev.
August 25 Cherry Hill, N.J.
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STAFF TRAINING PROGRAM — LEVEL I—
GENERAL TRAINING $325
July 9-21 Amherst, Mass.
July 9-21 Charlottesville, Va.
July 16-28 Pomona, Calif.
July 16-28 Stone Mt., Ga.
July 23-August 4 Duluth, Minn.
July 30-August 11 Dayton, Ohio
July 30-August 11 Dallas, Tex.
August 6-18 Boulder, Colo.
August 6-18 Philadelphia, Pa.
August 6-18 De Pere, Wis.
August 6-18 Seattle, Wash.
August 13-25 Peoria, Ill.*
STAFF TRAINING PROGRAM — LEVEL II—
GENERAL TRAINING $275
May 21 -26 Greenville, S.C.
June 4-9 East Lansing, Mich.
June 11-16 Long Island, N.Y.*
June 18-23 Seattle, Wash.
June 25-30 Boulder, Colo.
June 25-30 St. Paul, Minn.
July 9-14 Stone Mt., Ga.
July 9-14 Amherst, Mass.
July 23-28 Des Moines, Iowa
August 6-11 Wilkes-Barre, Pa.
August 6-11 Dayton, Ohio
August 13-18 Houston, Tex.
August 13-18 Zion, Ill.
STAFF TRAINING PROGRAM-— LEVEL III—
ACCOUNTING AND AUDITING $275
May 14-19 Lake Tahoe, Nev.
May 21-26 Cleveland, Ohio
June 11-16 Zion, Ill.
June 18-23 Boulder, Colo.
June 18-23 Hartford, Conn.*
July 9-14 Seattle, Wash.
July 16-21 Kansas City, Mo.
July 16-21 San Antonio, Tex.
August 13-18 Atlanta, Ga.
August 20-25 Brainerd, Minn.
STAFF TRAINING PROGRAM— LEVEL IV—
ACCOUNTING AND AUDITING $275
July 9-14 Denver, Colo.
August 13-18 Philadelphia, Pa.
August 27-September 1 Seattle, Wash.
STAFF TRAINING PROGRAM — LEVEL III—
TAXATION $275
June 18-23 Boulder, Colo.
June 25-30 Zion, Ill.
July 30-August 4 Atlanta, Ga.
August 6-11 Lawrence, Kans.
STAFF TRAINING PROGRAM — LEVEL IV—
TAXATION $2 75
July 9-14 Denver, Colo.
August 20-25 Little Rock, Ark.
August 20-25 Atlanta, Ga.
STAFF TRAINING PROGRAM— LEVEL III—
AN INTRODUCTION TO MAS $275
July 23-28 Cleveland, Ohio
August 13-18 Atlanta, Ga.
SYSTEMS WORKSHOP FOR
ACCOUNTANTS $160
May 15-16 New York, N.Y.
June 29-30 Atlanta, Ga.
July 11-12 Los Angeles, Calif.
July 17-18 Alexandria, Minn.
July 20-21 Denver, Colo.
Duplication of PD mailings
From time to time, an Institute member 
may receive a professional development 
brochure a second time and notice that 
the program has already been offered in 
his state. Paradoxically, this reflects an 
effort on the part of the professional de­
velopment division to reduce costs.
Many PD programs are announced re­
gionally. Promotion mailings, timed to 
each presentation, therefore go not only 
to the site state but to surrounding states 
as well.
For reasons of economy, brochures for 
such programs are prepared in bulk at 
the beginning of a season and they list 
all of the presentation dates. A  member 
receiving a brochure for a program that 
has already been given in his state may 
also note that the program will be of­
fered in a neighboring state in the near 
future.
Far from being wasteful, this duplication 
of mailings reflects important economies 
in professional development promotion.
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TAX LECTURE SERIES 
July 10 
August 28
San Francisco, Calif. 
Las Vegas, Nev.
$50
TAX PLANNING, TIME-SHARING 
AND YOU
May 8 
June 23 
July 10 
August 25
WHAT THE DEVIL CAN WE DO
$55
New York, N.Y.* 
Lexington, Mass.
St. Louis, Mo. 
Philadelphia, Pa.
ABOUT EDP
May 22 
June 26 
June 27 
June 28 
July 11 
July 12 
July 13
$25
Dallas, Tex. 
Los Angeles, Calif. 
San Francisco, Calif. 
Seattle, Wash.* 
Cleveland, Ohio 
Chicago, Ill. 
Minneapolis, Minn.*
WORKSHOP ON CORPORATE
INCOME TAX RETURNS $90
August 24-25 Birmingham, Ala.
WORKSHOP ON STATISTICAL 
SAMPLING IN AUDITING
May 12-13 
May 22-23 
June 8-9 
June 29-30 
July 17-18 
August 3-4 
August 10-11 
August 24-25
Cleveland, Ohio 
Philadelphia, Pa. 
Los Angeles, Calif. 
Jackson, Miss. 
New York, N.Y.
Atlanta, Ga. 
Milwaukee, Wis. 
Salt Lake City, Utah
$90
SIPC work
The Securities Investor Protection Corpo­
ration is seeking firms with brokerage 
experience who would be interested in 
serving as trustees in SIPC cases or as 
accountants for the trustees. Interested 
firms should communicate with Michael 
M. Marx, Securities Investor Protection 
Corporation, 485 L’Enfant Plaza, S.W., 
Washington, D. C. 20024.
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Council approves the Code restatement and the Wheat Report
At its meeting in Boca Raton, Florida, on May 1-3, the AICPA Council took 
action on two measures that will have far-reaching effects on the future of 
the accounting profession. The governing body endorsed the proposed re­
statement of the Code of Professional Ethics ( The CPA, Mar.72, p.2) and, 
after extensive debate, gave its nearly unanimous approval to the recom­
mendations of the Study on Establishment of Accounting Principles for 
a 7-member, full-time paid Financial Accounting Standards Board to re­
place the present 18-man, voluntary Accounting Principles Board ( The CPA, 
Apr.72, p.1).
The proposed revision of the Code of Professional Ethics — as amended 
in response to comments resulting from the February 11 mailing to the mem­
bership —  was endorsed by a substantial majority of Council following a dis­
cussion led by Ethics Division Chairman Wallace E. Olson. The proposed new 
Code will be discussed at the AICPA’s annual meeting in October and then 
submitted to the membership for approval in a mail ballot.
The new plan proposed by the study group headed by former SEC Com­
missioner Francis M. Wheat creates a Financial Accounting Standards Board 
(consisting of four CPAs drawn from public practice and three other persons 
with extensive experience in financial reporting), which will be appointed by a 
Financial Accounting Foundation. The Foundation will be separate from all 
existing professional bodies and governed by nine trustees (four CPAs in 
public practice, two financial executives, one financial analyst, one accounting 
educator and the AICPA president serving ex officio). In addition, the 
Board will be assisted by an Advisory Council drawn from a variety of oc­
cupations.
Council expects the Foundation to be established by July and the FASB 
to be in operation by early 1973. Meanwhile the APB will continue to func­
tion (see story on page 3).
Work on drafting the new Foundation’s charter and bylaws began im­
mediately after Council’s approval of the plan. Also, a special committee of 
the Board of Directors will be meeting with the Financial Executives Insti­
tute, the Financial Analysts Federation, the American Accounting Association 
and the National Association of Accountants to discuss implementation. All 
these groups have approved the plan.
Support for the new method of setting financial accounting standards 
has also come from the Securities and Exchange Commission, the Federal 
Government Accountants Association and other major business and pro­
fessional organizations. ( continued on page 15)
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2AICPA launches special "roadshow" on EDP
AICPA President Walter J. Oliphant has an­
nounced a special series of seminars on EDP 
and its relationship to the accounting profes­
sion. This program will be conducted through­
out the country over the next six months by the 
Institute’s committee on computers and infor­
mation systems and the professional develop­
ment division. Entitled "What the Devil Can 
We Do About EDP?” the seminars are aimed 
at the practitioner with no EDP background who 
wishes to discover what impact EDP will have 
on himself and his practice and to learn what he 
can do to cope with the challenge.
In making the announcement President Oli­
phant said that "although many accountants 
have not yet been touched professionally by the 
effects of the computer, the rapidly moving elec­
tronic data processing technology promises to 
change the situation. This technology, which in­
cludes such developments as time-sharing, inex­
pensive computers, improved communications 
devices and easier-to-use programing langu­
ages coupled with the expansion of service 
centers, should bring about a greater involve­
ment with the computer and its related services 
on the part of the CPA and his client.
"Recognizing its responsibilities in this area, 
the Institute is enthusiastically supporting this 
special series of EDP seminars.”
These "road shows” are designed to provide
and the CPA
practical assistance for accounting practitioners 
in nearly every facet of modern accounting prac­
tice. For example, if an auditor’s client uses a 
computer, then the CPA is involved in an EDP 
audit—whether he likes it or not. The new sem­
inar explains what the auditor in this situation 
should know. Other topics covered by the prac­
titioners presenting the course include the fol­
lowing:
• Computerized preparation of tax returns; 
the impact of IRS Revenue Ruling 71-20 and 
Revenue Procedure 64-12 on the CPA and his 
clients.
• Applications for the CPA’s own practice.
• The uses and effects of service centers, in­
cluding client service, liability and auditing.
• The present and future effects of the com­
puter on the nature of accounting services.
• The liability that may result from the CPA’s 
or his client’s use of EDP.
The seminars are designed to help the CPA 
determine what additional training he will need 
in order to take maximum advantage of the op­
portunities available in his own practice.
The one-day seminars will be held in 15 cities 
(see box below) at a registration fee of $25 per 
participant. Members interested in obtaining 
more information or in registering for specific 
seminars should contact the AICPA professional 
development division.
Dates and locations of AICPA EDP seminar
Los Angeles, Calif.
June 26 
San Francisco, Calif. 
June 27 
Seattle, Wash.
June 28 
Cleveland, Ohio 
July 11 
Chicago, Ill.
July 12
Minneapolis, Minn. 
July 13 
St. Louis, Mo. 
September 12 
Denver, Colo. 
September 13 
Boston, Mass. 
October 18 
Washington, D. C. 
October 19
Philadelphia, Pa.
November 2 
New Orleans, La. 
November 28 
Atlanta, G a. 
November 29  
Miami, Fla. 
November 30 
New York, N . Y. 
December 14
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Production Assistant: Marie Bareille
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3Highlights of the Accounting Principles Board
At its meeting in Boca Raton, Florida, on 
April 26-28, the AICPA’s Accounting Principles 
Board approved two Opinions for publication 
and two for exposure and decided on its agenda 
for the remainder of the year.
APB Opinions No. 23, "Accounting for In­
come Taxes —  Special Areas,” and No. 24, " Ac­
counting for Income Taxes —  Investments in 
Common Stock Accounted for by the Equity 
Method (Other Than Subsidiaries and Corpo­
rate Joint Ventures),” were published this 
month. APB Opinion No. 22, "Disclosure of 
Accounting Policies,” was published in April 
and will appear in the June Journal of Ac­
countancy.
The exposure drafts of the proposed Opin­
ions on "Accounting for Stock Issued to Em­
ployees” and "Early Extinguishment of Debt” 
were 'expected to be distributed this month.
meeting
Until the new Financial Accounting Stand­
ards Board replacing the APB gets under way, 
probably in early 1973, the APB has decided on 
the following three-part program:
• Issue Opinions on such topics as stock 
compensation plans; retirement of debt; leases 
of manufacturer or dealer lessors; third party 
lessors; extraordinary items; interim financial 
statements; and transfers of noncash assets.
• Continue work in such other areas as mar­
ketable securities; extractive industries; and 
capitalization of leases by lessees; and refer 
summary documents to the Standards Board 
for final action.
• Review audit/accounting guides promptly. 
Among those to be considered are the guides 
on brokers and dealers; savings and loan asso­
ciations; life insurance; and franchise account­
ing.
Ethics committee answers members' queries 
on independence and incorporation
Q . The issuance of APB Opinion No. 18 
raises the following questions on independence:
Investor and Investee Companies are audited 
by A and B, respectively. Investor Company 
owns 25 per cent of the common stock of In­
vestee Company, considered a material inter­
est, and accounts for its investment on the 
equity method under APB Opinion No. 18. 
Obviously, A must be independent of Investor 
Company, and B independent of Investee Com­
pany.
1. Must A be independent of Investee Com­
pany?
2. Must B be independent of Investor Com­
pany?
A . The committee believes that A should be 
independent of Investee Company.
The fundamental reasoning of the APB in its 
conclusion in Opinion No. 18 was that a 20 
per cent investment, in the absence of evidence 
to the contrary, enables the investor to exer­
cise significant influence over the investee.
Although full consolidation of Investee Com­
pany would not be appropriate, the impact of
the equity method of accounting required by 
the APB on income, net assets and net worth 
of Investor Company would be the same as if 
Investee Company were an unconsolidated sub­
sidiary. Therefore, in effect, an investment by 
A in Investee Company would be equivalent to 
a direct financial interest in a part of Investor 
Company. In addition, such an investment by 
A could affect his judgment as to the accepta­
bility of B’s report on Investee Company.
Auditor B should also be independent of In­
vestor Company because the financial results of 
his client directly affect the financial statements 
of Investor Company.
Q . A member who is a proprietor intends to 
incorporate his practice. Would Rule 4.02 of 
the Code of Professional Ethics prohibit him 
from using the designation "and Associates” 
in his corporate title?
A . Rule 4.02 would prohibit a member who 
incorporated a proprietorship from using the 
designation "and Associates” in his corporate 
title if he is the only shareholder in the firm. 
The designation "and Associates” implies more 
than one owner and could be misleading.
4Report of the Committee on Nominations
To the Members of the 
American Institute of 
Certified Public Accountants
In accordance with Article VI, Section 6.1.6 and 6.3 of the bylaws, the following re­
port of the committee on nominations is submitted to the members of the American 
Institute of Certified Public Accountants.
John Lawler 
Secretary
New York, N.Y., March 22, 1972
The committee on nominations 
hereby nominates the following for 
officers, members of the Board of 
Directors, and members of Council 
of the American Institute of Certi­
fied Public Accountants:
For Officers
(For fiscal year 1972-73)
President:
LeRoy Layton, New York
Vice Presidents:
William T. Barnes, District of 
Columbia 
Edward A. DeMiller, Jr., 
Mississippi 
Max Myers, Missouri 
James E. Seitz, California
Treasurer:
Harry F. Reiss, Jr., New York
For Members of the 
Board of Directors
(Three-year terms)
George E. Doty, New York 
William B. Nicol, Ohio 
Wilbur H. Stevens, California
For Council Members at Large
(Three-year terms)
Andrew Barr, District of 
Columbia 
Willard G. Bowen, Colorado 
Marjorie June, Illinois 
John R. Meinert, Illinois 
Bert N. Mitchell, New York 
Frank T. Weston, New York 
Charles T. Zlatkovich, Texas
For Members of Council 
To Be Directly Elected
(Three-year terms)
Frank B. Hill, Jr., Alabama 
Elmer M. Thierman, Arizona 
Donald T. Burns, California 
Nat L. Eggert, California 
William J. Essary, California 
James E. Jensen, California 
Victor I. McCarty, Jr., 
California 
Winston C. McGann, 
Connecticut 
A. Martin Sterling, Georgia 
Bert B. Weinstein, Illinois 
Frank H. Whitney, Illinois 
John W . Zick, Illinois 
Hubert F. Fowler, Indiana 
Warren E. Curtis, Iowa 
Ralph E. Reitz, Kansas 
Carl N. Kelley, Kentucky 
W . Theron Roberts, Louisiana 
Louis J. Berman, Maryland 
Donald R. Dupre, 
Massachusetts 
William A. Schan, 
Massachusetts 
Robert N. DenBraber, 
Michigan 
C. Robert Meyer, Missouri 
Norman Cogliati, New Jersey 
Robert D. Hunter, New Jersey 
Bernard Barnett, New York 
Arthur Bettauer, New York 
Stephen Chan, New York 
W . Douglas Sprague,
New York 
Charles H. VonRosenberg, 
North Carolina 
Oregon H. Christensen, Ohio 
Samuel Horovitz, 
Pennsylvania
Ralph E. Lee, Jr.,
Pennsylvania 
Armand D. DuRocher,
Rhode Island 
F. Stewart McCorkle, Jr., 
Tennessee 
Miller Montag, Texas 
Stanley J. Scott, Texas 
E. William Parker,
Washington
Members of Council, who were 
elected on an interim basis by 
Council to fill vacancies, were re­
nominated for members of Council 
to be directly elected to complete 
their terms. These members are:
(One-year terms)
William G. Farrow, Arizona 
Robert D. Hunter, New Jersey 
Harry E. W ard, Texas
(Two-year term)
Frank T. Rea, Texas
(Three-year term)
Warren L. Ress, New Jersey
The committee will nominate the 
following for members at large of 
Council to fill vacancies that would 
result from the election of officers:
(Two-year terms)
Matthew F. Blake, New York 
Philip L. Defliese, New York
The committee will nominate the 
following for members of Council 
to be directly elected to fill vacan­
cies that would result from the elec­
tion of an officer and a member 
at large:
5(Two-year terms)
Donald E. Balderson,
District of Columbia 
John A. Bernauer, Illinois
The committee will nominate the 
officers, members of the Board of 
Directors and Council members at 
large on the floor of the Council 
on Saturday, September 30, 1972. 
No nominations from the floor will 
be recognized; however, independ­
ent nominations may be made by 
any 20 members of the Council if
filed with the Secretary at least four 
months prior to the annual meeting 
of the Institute, to be held this year 
at Denver, Colorado, on Octo­
ber 13.
Nominees for members of Coun­
cil to be directly elected will be 
presented to members of the In­
stitute in each of the states listed 
above for election by mail ballot. 
Independent nominations may be 
made by any 20 members of the 
Institute from any of the above 
states if filed with the Secretary at
least four months prior to the an­
nual meeting of the Institute. Pro­
vision also will be made on the 
ballots for write-in votes.
Respectfully submitted,
Marshall S. Armstrong, 
Chairman, Indiana 
Walter M. Baird, California 
Robert Boyer, Massachusetts 
Robert I. Cory, Kansas 
Joseph P. Jones, Jr., Kentucky 
Frederick H. Kelley, New York 
Sol J. Meyer, Oregon
Automatic disciplinary provisions of bylaws 
are invoked against three members
One Institute member has been suspended and 
two expelled under automatic disciplinary pro­
visions of the bylaws. The provisions in question 
may be summarized as follows:
Section 7.3.1 of the bylaws provides that a 
member shall be suspended from the Institute 
without a hearing when it is shown that he has 
been convicted of a crime defined as a felony by 
the convicting jurisdiction, and that his member­
ship shall be terminated if the conviction is based 
upon a plea of guilty or if the conviction becomes 
final through denial of appeal or failure to take 
an appeal.
Section 7.3.2 of the bylaws provides that a 
member shall be suspended from the Institute 
without a hearing when it is shown that his CPA 
certificate has been suspended as a disciplinary 
measure by the state board of accountancy, and 
that his membership shall be terminated without 
a hearing should his CPA certificate be revoked 
as a disciplinary measure.
Resolutions of Council provide that a state­
ment reporting such suspension or termination 
shall be published in The CPA in a form ap­
proved by the chairman of the Trial Board and 
shall disclose the name of the member con­
cerned, unless the chairman decides that the 
name be omitted.
The following actions have been taken under 
these sections for the reasons indicated below.
Suspension
• Herbert J. Cohn, Mineola, New York — 
convicted of perjury and obstruction of justice 
in violation of Title 18, United States Code,
Sections 1621 and 1503. (Application to the 
United States Supreme Court for certiorari 
is pending.)
Termination
• Melvin Feldman, New York, New York— 
convicted of having given things of value to an 
IRS agent for or because of official acts per­
formed and to be performed with respect to in­
come tax audits, in violation of Title 18, United 
States Code, Section 201.
• Sidney L. Stern, Perth Amboy, New Jersey 
— revocation of CPA certificate by the New 
Jersey State Board of Public Accountancy.
Institute members reminded to vote 
in direct election of Council
Members are urged to participate in 
the direct election of Council required 
by the bylaws. Next month all Institute 
members in states entitled to new Coun­
cil representatives will be sent a ballot 
kit for election of Council nominees 
selected by the AICPA nominations 
committee.
Most ballots will show only one nom­
inee. Ballots from larger states will 
carry a number of nominees, the great­
est number being five, from California.
All ballots will provide spaces for write- 
in votes and for independent nomina­
tions, which may be submitted by 20 
members in a state.
Ballots must be received at AICPA of­
fices by 5:00 P.M., August 17, 1972.
6Nancy Myers named director of new AICPA state society relations division
Nancy Myers, AICPA staff member in charge 
of relations between the Institute and state 
CPA societies, was appointed director of a 
new division of state society relations, effective 
May 1.
In making the announcement, AICPA Ad­
ministrative Vice President John Lawler stated 
that the creation of the new division "reflects 
a commitment of the Institute to the impor­
tance of the state societies in advancing the ob­
jectives of the accounting profession.” The divi­
sion will maintain a continuing liaison with state 
societies for the purpose of coordinating the pro­
grams of the national and state organizations.
The Institute’s state society relations staff 
is responsible for activities that involve the 
state societies, such as:
• State society planning conferences.
• CPA-Society Executives Association meet­
ings.
• State legislation activities.
• The National Conference on State Legis­
lation.
• The Legislative Report.
• Recruiting and public relations projects.
• The Speakers Bureau.
• Field trip programs.
• The State Society Coordinator.
• The economic opportunity program.
• The Council Activity Program.
The new division will work closely with 
other Institute divisions in these and other pro­
grams that relate to state societies.
Miss Myers joined the AICPA staff in 1957 as 
research assistant for the Economics of Account­
ing Practice program. Prior to her new position, 
she was manager of state society relations.
Before joining the Institute staff, Miss Myers, 
a graduate of Skidmore College, held research 
positions with McKinsey and Company, man­
agement consultants, and the American Insti­
tute of Management.
American Institute study sketches a profile of the CPA candidate
A study evaluating the characteristics of candi­
dates sitting for the May and November 1970 
CPA examinations has been published by the 
AICPA examinations division. The report, "Uni­
form Statistical Information Questionnaire 
Data: 1970—A Supplementary Report,” yields 
data that are expected to be helpful in shaping 
future admission standards, in assessing the im­
pact of the profession’s efforts to increase the 
quality of recruits and in determining recruiting 
policy.
The information was obtained from the candi­
dates as part of the Uniform Statistical Informa­
tion Questionnaire project, which was initiated 
in 1964 by the National Association of State 
Boards of Accountancy, the AICPA and the 
state boards of accountancy. Comparable infor­
mation was last compiled in 1966, and the pres­
ent report includes many comparisons of the 
characteristics of the 1970 and 1966 CPA 
candidates.
Among the findings of the report are the 
following:
• The percentage of candidates who had at 
least one college degree (or who were to com­
plete their degree requirements within 60 days) 
increased from 88 per cent in 1966 to 95 per cent 
in 1970. Nine per cent of the 1970 candidates 
had completed a postgraduate degree.
• Candidates who had studied several semes­
ter hours of calculus, statistics, probability and 
computer science performed better on the exam­
ination than did those who had studied few or 
no hours of these subjects.
• The number of undergraduate semester 
hours of accounting studied by the candidates 
decreased slightly from 1966 to 1970.
• Work experience does not correlate posi­
tively with success on the examination.
• More than one-half of the candidates chose 
accounting for a career after the freshman year.
• The number of candidates having a major 
other than accounting increased from 1966 to 
1970. Most of these degrees were in business 
administration.
The report was prepared by Howard P. San­
ders, a former AICPA staff member who is now 
associate professor and academic program direc­
tor of accounting at the University of South 
Carolina.
Now brought to you in more timely fashion, 
a new supplement to this basic reference—
Accountants' Index
20th Supplement—1971
T h e  A c c o u n t a n t s ’ I n d e x  has long served as an essential ref­
erence for professional accountants. It is becoming more and more 
useful in view of the growing complexity of today’s accounting, 
tax and management advisory services.
This unique work has now been annualized and—with the help 
of the computer—its comprehensive information is being brought 
to you in a more timely fashion.
The latest supplement provides complete bibliographic in­
formation on virtually every book, pamphlet, article or speech on 
accounting, auditing, taxation and related business and profes­
sional subjects published in English during 1971. All items are 
listed and fully cross-referenced by author and subject. As an added 
convenience, the current addresses of over 500 cited periodicals 
and publishers are provided in a special appendix. 930 pages.
CLOTH BOUND $25.00
DISCOUNT PRICE TO AICPA MEMBERS $20
LIBRARY SERVICE FOR AICPA MEMBERS
As a special service, members of the American Institute 
may borrow books and periodicals free of charge from the 
AICPA library (the most complete library of its kind in the 
world). You can make the best possible use of this service with 
the help of the A c c o u n t a n t s ’ I n d e x  which will tell you — at 
a glance — everything that has appeared in print on any ques­
tion or problem that may come up in the course of your work.
DISCOUNT ORDER FORM —  FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid, the new 20th Supplement of the A c co u n t­
a n ts’ I n d e x  (000208) at the discount price of $20. Payment is enclosed.
m e m b e r ’s n a m e _________________________________________________________ ____________
FIRM___________________________________________________________________________________
(if part of mailing address) 
address________________________________________________________________________________
CITY____________________________________ STATE_______________________ ZIP______________
(Please add 7 percent sales tax in New York City. Elsewhere in New 
York State, add 4 percent state tax plus local tax if applicable.)
A new pamphlet which provides valuable 
opportunities for public service—
The Campaign 
Treasurer's Handbook
This handbook is intended to contribute to the development 
of better political campaigns by helping candidates and their cam­
paign organizations do a better job of fulfilling their obligation to 
the law and the public. It is based on material originally developed 
by the Florida Institute of CPAs.
W ritten in concise nontechnical terms, the booklet provides 
specific guidelines and procedures for handling political campaign 
contributions and expenditures. It also includes illustrations of a 
number of sample forms which will help simplify record-keeping, 
accountability and control.
While the handbook has been prepared primarily for use in 
state, county and local campaigns rather than in those for federal 
office, much of the material is applicable to a political campaign 
for office at any level of government.
CPAs can perform an important public service by making cop­
ies of T h e  C a m p a ig n  T r e a s u r e r ’s H a n d b o o k  available to every­
one who may be running for elective office as well as to those who 
manage their campaign. 24 pages.
PAPER BOUND $2.50
DISCOUNT PRICE TO AICPA MEMBERS $2.00
DISCOUNT ORDER FORM —  FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid,--------------------- copies of T h e  C a m p a ig n
T r e a s u r e r 's H andboo k  (304004) at the a ic p a  member discount price of $2.00 
each. Payment is enclosed.
m e m b e r ’s n a m e ______________________________________________________________________
FIRM___________________________________________________________________________
(if part of mailing address)
ADDRESS__________________________________________________________________________
CITY____________ _ ______________________ STATE_______________________ ZIP______________
(Please add 7 percent sales tax in New York City. Elsewhere in New 
York State, add 4 percent state tax plus local tax if applicable.)
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Kenneth Perry reports on his term as 
visiting professor at Florida A&M
Kenneth W  Perry, the first AICPA-sponsored 
visiting professor in accounting at Florida Agri­
cultural and Mechanical University, a tradition­
ally black school, has recommended that “the In­
stitute continue to help such institutions as Flor­
ida A&M by supporting both their students and 
faculties whenever and wherever possible.”
The professorship—for the 1971 fall quarter 
—was underwritten by funds drawn from the 
Accounting Education Fund for Disadvantaged 
Students (see The CPA, Feb.71, p.3).
In his report to the Institute’s committee on 
minority recruitment and equal opportunity, Pro­
fessor Perry, CPA, professor of accountancy at 
the University of Illinois at Urbana-Champaign, 
found FAMU’s students to be highly motivated 
and its faculty members to be very dedicated.
Professor Perry taught beginning, intermedi­
ate and advanced accounting classes during the 
quarter. At the end of the term, the students in 
the business department presented him with an 
"Honorary Soul Brother” award.
According to Sybil C. Mobley, CPA, professor 
of accounting at Florida A&M, Professor Perry’s 
combination of expertise and enthusiasm spurred 
the students’ determination to achieve.
Following an AICPA grant and other assist­
ance by accounting firms and corporations, Dr. 
Mobley’s students successfully lobbied in the 
state legislature for a special $150,000 appropri­
ation to create 11 new business faculty positions 
at the university.
Low group fares may be available for 
Inter-American conference participants
Aerolineas Argentinas has announced the 
availability of low group tour air fares for 
members attending the Tenth Inter-American 
Accounting Conference in Punta del Este, Uru­
guay, provided certain conditions are met.
Each round-trip ticket to the November 19- 
25 meeting would cost U.S. $399 (plus U.S. 
$70 for land arrangements) if a minimum of 
ten persons sign up for a minimum stay of 
seven days. This compares with the standard 
fares of U.S. $720 for economy and U.S. $986 
for first class.
Last month the American Institute sent no­
tice-of-intention forms to all members who have 
expressed an interest in attending the confer­
ence. Persons returning the completed forms to 
the Institute will be placed on the AICPA’s mail­
ing list to receive registration material and 
hotel and program information.
Interested participants are reminded that the 
deadline for advance registration of delegates 
and observers is September 30. Further infor­
mation may be obtained from the Institute’s 
international relations department.
Past AICPA President Louis M. Kessler will 
be the president of the U.S. delegation. Theo­
dore L. Wilkinson has been named vice pres­
ident and William C. Ings, technical secretary.
AICPA launches Auditing Interpretations
The May issue of The Journal of Accountancy 
contains a new feature — the first in a series of 
"Auditing Interpretations”— which will appear 
in the Accounting & Auditing Problems depart­
ment. The interpretations are to provide guid­
ance on auditing matters on a timely basis with­
out the formal procedures required for a State­
ment on Auditing Procedure.
The second interpretation, to be published in 
the June Journal, indicates that the report on 
internal control in paragraph 24 of SAP No. 49 
may be modified by eliminating the phrase " . . .  
was not designed for the purpose of expressing 
an opinion on internal accounting control. . . ” 
from the last paragraph.
Although the interpretations are reviewed 
with informed members of the profession, they 
are not pronouncements of the committee on 
auditing procedure. However, members should 
be aware that they may be called upon to justify 
departures from the interpretations. Unless 
otherwise stated, the interpretations will not be 
retroactive.
Interpretations are prepared by D. R. Carmi­
chael, assistant director of the Institute’s audit­
ing and reporting division, under the general 
direction of Joe R. Fritzemeyer, director of the 
division. Interpretations will be issued on audit­
ing questions having general interest to the pro­
fession. However, the Institute will continue to 
answer individual inquiries on accounting and 
auditing questions through the Technical In­
formation Service of the auditing and reporting 
division.
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from the Executive Vice President 
LEONARD M. SAVOIE
Client-auditor relationship: 
is more independence needed?
Ed N o t e : This article is adapted from a talk 
given by Mr. Savoie on April 24, 1972, before 
the Cleveland Chapter of the Ohio Society of 
CPAs in Cleveland.
Our profession’s Code of Ethics notes that 
independence is an inward quality, an expres­
sion of the integrity of an individual. As such, 
it is difficult to specify precisely but is essential 
to the profession. The Code goes on to empha­
size the importance of both the fact of inde­
pendence and the appearance of independence. 
It proscribes particular financial relationships 
with a client which might cause a reasonable 
observer, who had knowledge of all the facts, 
to doubt an auditor’s independence.
These proscriptions are well-founded and 
sensible. But I believe that most people, when 
they refer to the independence of an auditor, 
are actually thinking about a degree of that 
quality which goes well beyond financial rela­
tionships.
There is ample evidence to support this con­
clusion. Recent articles in the press reveal the 
opinion that the auditor should be more inde­
pendent of his client than he is now.
Besides press comments of this kind, a num­
ber of lawsuits show that judges and juries ex­
pect auditors to be alert to suspicious circum­
stances and to blow the whistle on dishonest 
managements.
Not being a lawyer, I can give no legal 
opinion on the risks of making disclosure of 
something a client wants to conceal. But I sub­
mit that risks of an alleged breach of confiden­
tiality might well be preferable to the risks of 
an SEC injunction and a class action by stock­
holders claiming damages for failure to dis­
close. The public is likely to find it hard to 
understand why an auditor would feel an obli­
gation to a management that was trying to 
avoid disclosure of information highly signifi­
cant to investors.
There are other instances of accountant atti­
tudes which are troublesome.
If, for example, a CPA attends all meetings 
of the directors of a client company, refers con­
stantly to "our company” and "our plants,” 
and gives the general impression that he is part 
of the management, are reasonable observers 
likely to believe he has the independence, ob­
jectivity and integrity required of an auditor?
Are there not cases where accountants accom­
pany clients to regulatory agencies and argue 
positions that favor the client company but are 
contrary to professional standards? What can 
observers think of the independence of account­
ants who do not defend professional standards 
when a client finds those standards hampering?
Even more deeply rooted seems to be the 
idea of an identity not with a particular client 
but with business in general. Accountants like 
to say, for example, that "accounting is the 
language of business.” And some accountants 
refer to their professional practice as a business. 
Some who specialize as consultants refer to 
"my end of the business.” Others who special­
ize in a particular industry seem to be more at 
home in the industry and its trade associations 
than in professional accounting societies.
Proposed restatement of the Code 
of Professional Ethics
In my judgment, new, positive actions are 
needed to prevent further erosion of the pro­
fession’s credibility.
One such action would be to adopt the pro­
posed restatement of our Code of Professional 
Ethics. The importance of protecting and 
strengthening independence has been recognized 
by the Institute’s restatement committee. Its pro­
posal goes beyond the present rule by adding 
a new one on integrity and objectivity which 
reads: "A member shall not knowingly misrep­
resent facts, and when engaged in the practice 
of public accounting, including the rendering 
of tax and management advisory services, shall 
not subordinate his judgment to others.”
In addition to this enforceable rule of con­
duct, the restated Code contains an essay elab­
orating on the proposition that "a certified pub­
lic accountant should maintain his integrity and 
objectivity and, when engaged in the practice 
of public accounting, be independent of those 
he serves.”
These additions to the Code significantly ad­
vance the profession’s recognition of the basic
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attitude which runs to the heart of the attest 
function. They officially and explicitly under­
score that without the fact and the appearance 
of independence, an auditor cannot perform 
adequately his function of adding credibility to 
financial statements.
Who Is the client?
In my opinion, a further major strengthening 
of auditor independence could be made by re­
defining the word "client.” Too often auditors 
act as if the client were a company’s manage­
ment rather than its owners.
To the credit of our committee on Code re­
statement, the proposed rules of conduct do in­
clude a definition of "client,” which reads: 
"The person or entity which retains a member 
or his firm, engaged in the practice of public 
accounting, for the performance of professional 
services.” I applaud the committee for its at­
tempt—yet I believe that the definition is not 
free of ambiguity. For example, under this def­
inition the client could be the corporation as 
a whole or the person within management who 
retained the public accounting firm.
Use of the word "client” throughout the re­
stated Code, it seems to me, shows vestiges of 
the use commonly prevailing today—namely, 
that the client is the president or financial vice 
president or other corporate officer who has 
negotiated the engagement.
A definition of client geared to 1972 might 
say that a client is a person who or an entity 
which engages a public accountant or account­
ing firm to perform services— and then go on 
to state that, in the case of a corporation, the 
investors constitute the entity. Under this kind 
of definition an auditor could not cite the client 
confidentiality rule as justification for reporting 
to the officers and board of directors but not 
the stockholders— for it would be the latter who 
really constituted the client. As already provided 
in Statement on Auditing Procedure No. 41, 
where it was impractical for an auditor to give 
notification to the stockholders at large, notifica­
tion to a regulatory agency such as the SEC 
could be stipulated as sufficient disclosure.
Change in auditor
An encouraging recent development affecting 
independence is the new SEC requirement for 
reporting a change in auditor. The Institute
worked closely with the SEC in developing this 
requirement in the Commission’s Form 8-K.
In a dialogue continuing over several months, 
the SEC and the Institute became increasingly 
concerned about "shopping for accounting prin­
ciples.” This concern stemmed not only from 
the relatively few instances where a change in 
auditor appeared to involve a dispute with a 
client over accounting principles but also from 
the pressure that might be exerted on an auditor 
through the mere threat of change.
The amendment to Form 8-K on this matter, 
among others, was adopted in September of 
last year. Now if a new auditor has been en­
gaged, the 8-K Form filed with the Commis­
sion must report the date of engagement, and 
the registrant must furnish the Commission 
with a separate letter stating whether in the 
preceding 18 months there were any disagree­
ments with the former auditor about accounting 
principles which, if not resolved to the satisfac-
Leonard M. Savoie to join 
Clark Equipment on July 1
AICPA Executive Vice President Leon­
ard M. Savoie, whose resignation from 
the Institute staff was announced in last 
month’s CPA (p. 2), will become cor­
porate vice president and controller of 
the Clark Equipment Company in Bu­
chanan, Michigan, on July 1. Mr. Savoie 
will have completed his agreement with 
the AICPA on June 30.
Prior to joining the Institute staff in 
1967, Mr. Savoie was partner in charge 
of education, training and accounting 
research for Price Waterhouse & Co. In 
1962-63 he was on leave from PW to 
serve on the faculty of the Harvard Busi­
ness School. He is a 1946 graduate of 
the University of Illinois and became a 
CPA in 1947.
Clark Equipment Company makes and 
distributes industrial trucks, construction 
machinery, auto parts and commercial 
refrigeration, food service and special­
ized agricultural equipment.
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tion of the former auditor, would have caused 
him to refer in his opinion to the subject mat­
ter of the disagreement. Furthermore, the reg­
istrant has to furnish the Commission with a 
letter from the former auditor stating whether 
he agrees with the statements in the registrant’s 
letter.
When the proposed new SEC rule was cir­
culated for comment, the Institute suggested 
that the letters concerning the reasons for the 
change of auditor be nonpublic, but in the 
final release the SEC wisely decided against 
this restriction. Already The Wall Street Jour­
nal has published a revealing article based on 
an 8-K report, and I hope there will be more. 
The bright light of publicity should go far in 
strengthening the hand of an auditor in dealing 
with a client who wants to cut corners and also 
in deterring a firm from lowering standards to 
obtain a client.
Standing audit committee of outside directors
Another way of buttressing auditor inde­
pendence is for corporations to create audit 
committees composed of outside directors. Such 
committees nominate the independent auditors 
of their companies’ financial statements and 
keep in contact with the auditors concerning 
their work.
Five years ago the American Institute of 
CPAs urged appointment of audit committees, 
and last month the Securities and Exchange 
Commission endorsed establishment of such 
committees in all publicly held companies. In 
doing so, the SEC noted that it had recom­
mended such committees in 1940 following the 
McKesson & Robbins investigation. The move­
ment for audit committees also received strong 
support in a 1970 research study by Robert K. 
Mautz and Fred L. Neumann.
With this kind of backing, audit committees 
should soon become standard features of cor­
porate organization. They provide opportunity 
for auditors to discuss problems where there is 
a disagreement between the auditors and com­
pany management, and they can contribute sig­
nificantly toward easing management pressures 
against auditors.
Public sector or private sector
The primary role of the independent auditor 
is to add credibility to financial representations
Assistant Controller Mary Valois 
retires after 35 years with AICPA
On May 1, 1972, Mary Valois retired 
from her position as the AlCPA’s assist­
ant controller, bringing to a close 35 
years of employment by the Institute.
Miss Valois came to work in the AICPA  
accounting department in 1937 and 
was named to the assistant controller­
ship on July 1, 1957. Over the years 
she earned a reputation as an efficient 
and loyal employee who extended her 
work hours far beyond the normal in 
fulfilling her responsibilities of oversee­
ing the Institute's financial operations.
Although her plans for retirement in­
clude a lot of outdoor work, for a while 
Miss Valois will be doing a certain 
amount of work indoors— -she plans to 
return to the Institute this summer on a 
part-time basis to help in the prepara­
tion of the AICPA budget.
made by others. The audit function is thus 
essential to the public interest. In the perform­
ance of this function it is imperative that the 
public have confidence in the independence and 
objectivity of those doing the work. If the pub­
lic loses faith in those now performing it, there 
will be a drastic change in the way the audit 
function is carried out.
I have cited four specific steps which should 
help strengthen auditor independence:
• The restated Code of Professional Ethics.
• A redefinition of client to mean the own­
ers and investors in a business.
• Standing audit committees of outside direc­
tors.
• Reporting reasons for a change in auditor.
This last step is already an SEC rule. If im­
provements in auditor independence are not 
soon perceptible to concerned regulatory agen­
cies, sophisticated segments of the public and 
legislators, more rules and regulations are in­
evitable. And if more regulation fails, the en­
tire concept of an independent audit function 
in the private sector will be brought into ques­
15
tion. If auditors are not regarded as independ­
ent, what use is their function? But if, at the 
same time, the function is considered essential, 
what alternative is there to having it carried 
out by a government agency or by the profes­
sion under strict government regulation?
Forty years ago, when Congress was consid­
ering securities legislation, some congressmen 
suggested that the auditing function belonged 
in a federal agency. Leading accountants per­
suaded the Congress that the function could 
best be carried out in the private sector by the 
public accounting profession.
I believe that the record proves this to be so 
—that the performance of the auditing function 
by the profession has been outstanding. But in 
these past 40 years not only has the level of 
audit performance risen but so have public ex­
pectations, and even faster. If the profession 
cannot remain at least one step ahead of these 
expectations, government auditing of private 
business looms as a possibility.
Some CPAs shrug off this possibility, citing 
a presumed inability of the government to cre­
ate a staff large enough to handle the job.
It would obviously take some time for a fed­
eral agency to be created which could audit all 
publicly held corporations. But consider that 
probably fewer than 50,000 accountants in the 
private sector are now engaged in auditing 
these corporations—while probably a number 
nearly that large are already engaged in audit­
ing for the federal government in capacities 
ranging from internal revenue agent to defense 
contract auditor to General Accounting Office 
auditor. In light of this I think that a large 
enough staff could be established within gov­
ernment.
On the other hand, if a federal auditing 
agency is not considered feasible, there is the 
danger that the accounting profession could be 
brought under government control through leg­
islation providing for a federal CPA certificate 
and federally determined standards.
To some, federal regulation may appear to 
be a golden opportunity to bring uniformity to 
the diverse state requirements. But it is inevi­
table that making the accounting profession 
subject to federal regulation would result in 
loss of professional autonomy.
Instead of CPAs’ determining their profes­
sional requirements and standards, a federal 
agency would do so. It is easy to see this fed­
eral agency setting education and experience 
requirements, determining the content of the 
CPA examination, laying down rules of profes­
sional conduct and imposing accounting and 
auditing standards.
In order to obviate developments of this sort 
(which I’m certain would be unwanted by 
most businessmen and government officials 
alike) the public accounting profession must re­
dedicate itself to independence and objectivity.
An editorial on the client-auditor relation­
ship in the April 22, 1972, issue of Business 
Week concludes, "But the final decision about 
the future of accounting must be made by the 
accountants themselves. To preserve their cred­
ibility, they must first of all preserve their in­
dependence.”
Basically, it comes down to a matter of atti­
tude. Accountants must decide whether they are 
engaged in a commercial activity with a few 
professional overtones, or in a profession which, 
like all professions, inevitably entails some ele­
ments of business but without allowing these 
elements to become dominant.
As for myself, I see but one rational and 
good decision: accountancy is clearly a profes­
sion. Independent and objective conduct by the 
overwhelming preponderance of practitioners 
is required to demonstrate that this decision 
has been taken.
Council actions ( from page 1)
A committee designated to study the im­
plementation of the new plan, under the chair­
manship of AICPA Immediate Past President 
Marshall S. Armstrong, stated that its inquiries 
indicate financial support will be forthcoming 
from a wide range of organizations. The mini­
mum contribution from the accounting profes­
sion is expected to be $10 million over the next 
five years.
The Wheat group, formed by the Institute a 
year ago, released its report on March 29, and 
copies were widely distributed within the ac­
counting profession and to financial and gov­
ernment groups.
Further details of the meeting will be pub­
lished in the June CPA.
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Industries and foundations continue to support A EFDS
During the past two months, six more indus­
trial companies, or foundations associated with 
industrial companies, have contributed cash to 
the Accounting Education Fund for Disadvan­
taged Students (AEFDS) — a separate fund of 
the American Institute of Certified Public Ac­
countants Foundation. The six companies or 
foundations are:
American Metal Climax Foundation, Inc.
Consolidated Freightways, Inc.
Martin Marietta Corporation
Pennzoil United, Inc.
Sunbeam Corporation
Whirlpool Foundation
Almost all the money in AEFDS is spent for 
undergraduate scholarships for needy and high- 
potential minority accounting students (see The 
CPA, Mar.72, pp.3-5). Nine other companies or 
foundations have contributed cash to the AEFDS 
(see The CPA, Dec.71, p.10; Feb.72, p .8). One 
company, RCA, has contributed funds earmarked 
for establishing a chair in accounting at Dillard
University (see The CPA, Mar.72, p .5).
William A. Mitchell, chairman of the subcom­
mittee for fund raising of the committee on min­
ority recruitment and equal opportunity, has 
commented:
“The support of these companies and founda­
tions is practical recognition of the value and 
effectiveness of the Institute’s program for help­
ing to integrate the accounting profession in fact 
as well as in ideal. Through this program our 
profession can become a leader in social respon­
sibility.
"Every CPA in the United States should con­
tribute to the AEFDS, demonstrating his good 
will and support.”
In addition to contributions by firms, 2,400 
individuals have contributed to the AEFDS, in 
amounts between $10 and $1,500.
Those wishing to contribute should make out 
checks to AEFDS —  AICPA Foundation, and 
mail them to the American Institute of Certified 
Public Accountants Foundation, 666 Fifth Ave­
nue, New York, N. Y. 10019.
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Highlights of the Board of Directors meeting
At its meeting in Boca Raton, Florida, on April 28, the AICPA Board of 
Directors authorized the division of professional ethics to reorganize itself 
into an executive committee and three constituent committees on independ­
ence, technical standards and nontechnical standards. Three members of the 
executive committee will serve on each constituent committee, which will 
consist initially of seven members but which will change in size as the work­
load varies. The Board also authorized the assignment of a full-time Institute 
staff member to investigate and prepare cases and to ( continued on page 7)
Highlights of the spring Council meeting
At its meeting in Boca Raton, Florida, on May 1-3, the AICPA Council ap­
proved the proposed restatement of the Code of Professional Ethics for sub­
mission in a mail ballot to members next fall. In approving the revised Code, 
Council accepted a number of changes in the enforceable Rules of Conduct. 
The text of the Rules, as approved by Council, appears on pp. 9-12.
The amendments were made at the recommendation of the AICPA divi­
sion of professional ethics and its Code restatement and executive committees 
in response to comments received from members and interested committees.
In other actions, Council:
• Approved the report of the Study on Establishment of Accounting 
Principles, chaired by Francis M. Wheat, and authorized its prompt implemen­
tation (The CPA, May72, p .1) .
• Heard a report that an investigation into Rule 3.03 (on competitive 
bidding) of the present Code of Professional Ethics by the Antitrust Division 
of the U. S. Department of Justice has resulted in a decision to file suit against 
the Institute (see page 4 ) .
Board of Directors to name Foundation trustees
On June 27-28, shortly after this issue of The CPA goes to press, the Institute’s 
Board of Directors will meet (1 ) to elect the eight persons who, along with 
the AICPA president, will compose the Board of Trustees of the Financial 
Accounting Foundation and ( 2 ) to review articles of incorporation and bylaws 
for the Foundation.
The legal documents necessary to create the Foundation were prepared 
by the special AICPA committee charged with implementing the Wheat Re­
port. The committee, chaired by AICPA Immediate Past President Marshall 
S. Armstrong, developed the proposed documents in cooperation with the 
American Accounting Association, the Financial Analysts Federation, the 
Financial Executives Institute and the National Association of Accountants.
2Thompson exposes tentative proposals for recognition and regulation of CPAs
Kenneth Thompson, chairman of the joint 
AICPA-National Association of State Boards of 
Accountancy committee on professional recog­
nition and regulation, reported to Council that, 
after nearly two years of intensive investigation, 
the committee has come to the "unanimous con­
clusion that the present procedures for the pro­
fessional recognition and regulation of CPAs 
must be completely overhauled.” Mr. Thompson 
asked members of Council for their reactions to 
the tentative recommendations proposed by the 
committee before the group submits its final re­
port to AICPA and NASBA this fall. The rec­
ommendations are as follows:
Professional recognition
• "The establishment of a national CPA 
certificate should be an objective of the profes­
sion. One method could be the issuance of a 
certificate by the Institute with the licensing func­
tion retained by the states.
• "The Institute should establish a national 
qualification service to enroll individuals who 
have fulfilled prescribed requirements for edu­
cation, experience and completion of the CPA 
examination. Enrollees would include individ­
uals who had passed the CPA examination but 
had not yet received a CPA certificate, and for­
eign licensees.” The Institute would issue a cer­
tificate to the enrollee stating that he was duly 
enrolled. The data bank would be a means for 
clearing applications for reciprocal certificates. 
The service should be made available to state 
boards, for a fee, to pass upon the educational 
qualifications of CPA candidates.
• "The Institute should encourage the estab­
lishment of professional schools of accounting at 
qualified and receptive colleges and universities. 
State societies and other segments of the profes­
sion should join with the Institute in this effort 
and provide financial support to the extent possi­
ble. A task force should be formed to develop 
standards for professional schools and to identify 
ways and means by which this recommendation
can be translated into action. In the interim, the 
Institute should encourage and support pioneer 
programs to establish professional schools.
• "The Institute should participate in the ac­
creditation of accounting curriculums and pro­
fessional schools.
• "The Institute’s directory of accounting 
firms and practitioners should be expanded to 
encompass the data set forth in the law firm di­
rectories, such as the Martindale-Hubbell Law 
Directory. The Institute should continue its 
present policy of listing only firms all of whose 
partners are Institute members. The AICPA 
ethics committee should be asked to determine 
the ethical implications of this expansion.
• "The issues surrounding the establishment 
of sections within the Institute should be restud­
ied in the light of current conditions.”
Professional regulation
• "The Institute should establish and main­
tain a data bank of individuals against whom 
formal disciplinary actions have been taken by 
the profession.” It would include CPAs indicted 
for, or convicted of, fraud or a criminal offense, 
which tends to discredit the profession.
• "The current plans and efforts of the ethics 
committee to coordinate the procedures of the 
Institute, state boards and state societies in the 
enforcement of the rules of professional conduct 
are endorsed. Coordination of procedures should 
be structured on a regional basis and be spon­
sored jointly by the Institute and NASBA.”
Implementation
• "The AICPA should make a stronger effort 
for achieving uniformity in accountancy acts.
• "The Institute and NASBA should coop­
erate actively, where appropriate, in legislative 
activities for the advancement of the profession.
• "A permanent joint Institute-NASBA com­
mittee should be formed to prepare model regu­
lations for state boards and to subsequently 
monitor state board recommendations.”
Editor: Barbara J. Shildneck
Production Assistant: Marie Bareille
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3Trueblood reports to Council on status of Accounting Objectives Study Group
The Accounting Objectives Study Group be­
lieves that a "foundation, useful for solving 
some basic and perennial professional concerns,” 
will ultimately emerge from its deliberations, 
Robert M. Trueblood, chairman of the group, 
told Council members.
Although the group has not yet drawn any 
conclusions regarding a set of ultimate account­
ing objectives, Mr. Trueblood said that he is 
"personally satisfied that certain commonalities 
of needs and purposes exist among the various 
users of accounting information, and I think this 
feeling is supported by the product of our re­
search to this time.
"More than ever I am personally convinced—  
and I think in large part the group would share 
this view— that it is indeed necessary to establish 
well-defined objectives; that from these objec­
tives logical principles should flow and, in turn, 
a logical set of principles should lead to the de­
velopment of workable and consistent rules, ap­
plications and procedures.”
Mr. Trueblood reported that, in addition to 
the thousands of individuals and groups con­
tacted and the many papers studied over the 
past year, the group has been conducting an in­
quiry at the conceptual or theoretical base. The 
study group’s view is that the forthcoming ac­
counting objectives— whatever they might be—  
should follow "from a logical approach, from a 
rationale which can be conceptually supported 
and from an intellectual frame which stands on
more than the shaky footing of hearsay or per­
sonal opinion.
"As part of our conceptual inquiry we have 
tried to investigate the process of economic de­
cisions and their information requirements, and 
these are twofold: private goal decisions which 
involve the maximization of individual wealth, 
and national goal decisions which involve the 
distribution of wealth as well as the quality of 
life. To the extent that there is an interrelation­
ship between these goals, the impact of private 
goal maximization in our laissez-faire economy 
helps to fulfill our national goals.
"W e are also considering the role of account­
ing and other information in light of its advan­
tages and disadvantages; here the cost-benefit 
relationship comes heavily into play. For what 
kind of information purposes does accounting 
have a comparative advantage? How much ac­
counting information, and what cost, can be jus­
tified in the public sector and in the private 
sector?”
Mr. Trueblood said the group is also explor­
ing the impact of any proposed objectives on im­
plementation problems. "Consequently,” he said, 
"we have retained an outside research team to 
work at a real-life corporate situation to test var­
ious implementation techniques which could be 
suggested by our ultimate report. W e hope to 
gather knowledge and experience by producing 
financial statements which are responsive to the 
possibly derived ultimate objectives.”
Andrew Barr is consultant to the American Institute
At the Council meeting, AICPA President 
W alter J. Oliphant announced that, effective this 
month, Andrew Barr, who retired earlier this 
year as chief accountant of the Securities and 
Exchange Commission, would become a consul­
tant to the AICPA in its Washington office.
Mr. Oliphant explained that Mr. Barr would 
be available to provide guidance to members 
who encounter problems in SEC practice. "Obvi­
ously,” Mr. Oliphant said, "he will be helpful to 
all of us, but it is expected that his presence will 
be the cause for many of the smaller firms and 
individual practitioners in our profession to ben­
efit from his wise counsel and great experience.
This assistance will be without charge to mem­
bers.” [E d N o t e :  Institute members who would 
like Mr. Barr’s advice on such matters as SEC 
registrations should send their inquiries to the 
AICPA professional relations division in New 
York.]
In addition, Mr. Barr’s counsel will be avail­
able to AICPA committees in their consideration 
of technical accounting and reporting matters.
Following the announcement, President Oli­
phant presented Mr. Barr with a leather-bound 
copy of a resolution adopted by the AICPA 
Board of Directors shortly after his retirement 
from the SEC (see page 13).
4U.S. Justice Department files antitrust suit against the AICPA
Rule 3.03 of the Institute’s Code of Profes­
sional Ethics which provides that "a member or 
associate shall not make a competitive bid for a 
professional engagement” will be declared null 
and void by the United States District Court in 
settlement of a civil antitrust action brought by 
the Justice Department against the Institute.
The present rule, adopted in 1962, has been 
the subject of discussion and debate within the 
profession during the decade of its existence. At 
the annual meeting in 1961, prior to its adoption, 
the committee on professional ethics promised to 
develop an official interpretation of the rule 
which would seek to clarify the distinction be­
tween a competitive bid and a legitimate response 
to a prospective client’s request for an estimate 
of the cost of an engagement.
In the process of working with the committee 
in the formulation of the interpretive opinion, 
the Institute’s legal counsel became increasingly 
convinced that it was "highly probable” that any 
challenge to the legality of the rule in a proceed­
ing brought under the federal antitrust laws 
would be sustained in the courts. A second, in­
dependent appraisal of the question by another 
law firm confirmed the Institute’s legal counsel’s 
opinion.
In view of the legal uncertainties surrounding 
the rule, no complaints alleging its infraction 
were processed by the ethics committee and in 
May 1966 the Council of the Institute recom­
mended repeal of the rule by a vote of 135 to 53. 
In a referendum ballot following the 1966 an­
nual meeting, 52 per cent of the members voted 
for repeal but the two-thirds vote required was 
not achieved.
Soon after, the Institute was notified by the 
Justice Department that it was undertaking a 
preliminary investigation of the rule. In June
1967 Council approved a public statement that 
the rule would not be enforced and such state­
ment accompanied all printings of the rule by the 
Institute since that time.
The Justice Department did not pursue its 
investigation at that time, but began a formal 
investigation in May 1971. In the early spring 
of 1972, the Institute was informed that the gov­
ernment had decided to bring legal action to 
force repeal of the rule. Negotiations were en­
tered into with a view to avoiding litigation and 
on June 1, 1972, the government’s complaint
was filed with the federal court in Washington, 
D.C. At the same time a proposed consent decree 
developed during these negotiations, under 
which the court would declare Rule 3.03 null 
and void, was also filed. It is expected that the 
decree will become final in early July.
The Institute’s statement to the press, issued 
on June 1, follows:
"A civil antitrust suit was filed today by the 
U.S. Department of Justice against the American 
Institute of Certified Public Accountants chal­
lenging a provision of its Code of Professional 
Ethics prohibiting competitive bidding.
"In entering into a consent decree in settle­
ment of the suit, the Institute does not concede 
the validity of the government’s complaint.
"The provision in the Institute’s Code against 
competitive bidding was adopted more than a 
decade ago and was based on the conviction, 
shared by most professional organizations, that 
the procurement of professional services by com­
petitive bidding, or any other method involving 
inadequate consideration of qualifications in ad­
dition to price, is not in the best interest of the 
public.*
"While the Institute recognizes that persons 
seeking accounting services are entitled to a rea­
sonable advance understanding of costs, it is also 
convinced that those who rely upon an account­
ant’s work will be better served if his selection— 
like the selection of a doctor, lawyer or other 
professional man—is largely based on his pro­
fessional attainments.
"This position has been widely recognized. 
The Department of Labor, for example, in adopt­
ing new criteria for the selection of auditors in 
1970 stated that awards will be made on a nego­
tiated basis to that responsive and responsible 
firm offering the best combination of experi­
ence . . . qualified staff assigned to perform the 
audits, office location, and price.’
"Out of similar considerations, the boards of 
accountancy in most states prohibit competitive 
bidding for professional engagements by CPAs 
within their jurisdictions. These regulations of
*E d. N o t e : The American Institute of Architects and the 
American Society of Civil Engineers have been similarly chal­
lenged by the U.S. Department of Justice regarding the prohi­
bition of price quotations for professional services and have 
entered into similar consent judgments.
5state agencies established by law will remain in 
force, notwithstanding the consent decree.
"In  a letter from the Justice Department to 
the AICPA, the Institute’s right to urge enact­
ment of state or federal legislation prohibiting 
competitive bidding for professional engage­
ments is clearly acknowledged. The consent de­
cree also does not preclude the Institute from ad­
vocating to governmental agencies and others 
that the procurement of professional accounting 
services should involve consideration of factors 
in addition to fees.
"W hen informed in 1966 that its antibidding
rule was likely to be construed by the Depart­
ment of Justice as a restraint of trade, the AICPA 
Board of Directors announced that the rule 
would not be enforced. This policy— as the Jus­
tice Department is well aware— has been stated 
in the Institute’s Code of Professional Ethics 
ever since.
"Moreover, as the Justice Department also 
knows, a basic revision of the Institute’s Code 
which has been in preparation for several years 
contains no rule against competitive bidding. 
This restatement of the Code will be submitted 
to a vote of the membership next fall.”
Clifford W. Andersen
On April 29, 1972, a man died in Mel­
bourne, Australia, who deserves to be 
more than mentioned in these pages.
The man was Clifford W. Andersen,
O.B.E., F.A.S.A., who recently retired as 
executive director of the Australian So­
ciety of Accountants and took on the 
task of guiding the planning of the In­
ternational Congress of Accountants in 
Sydney next fall.
Cliff was more than an able administra­
tor of one of the major accounting or­
ganizations of the world. He was a men­
tor to the professional societies in the 
emerging nations of the Far East; he was 
a source of wise counsel to those of us 
who work for well-established institutes; 
he was a unifying force in the delib­
erations of the multinational committee 
appointed to chart the future of inter­
national cooperation.
He was a man, in other words, who 
served as a world-wide ambassador of 
goodwill for the accounting profession.
But he was still more than this. He was 
a man who believed ardently in the high 
purpose of accounting— a man who 
gave readily of his friendship (and the 
recipient of his friendship felt deeply 
honored)— a man who regarded his re­
sponsibilities with solemnity but who 
never took himself too seriously. That 
gift of humor was illustrated in a letter 
which he wrote to us some months ago 
about a session of the Congress devoted 
to women’s place in the modern world. 
“The reason,” he wrote, “why so many 
men and so few women are prominent 
in the world of affairs is simply that the 
women do not have wives.” That is an 
observation of not only a witty, but a 
wise, man.
The International Congress in Sydney 
next fall will no doubt be a success.
There will be scores of people in at­
tendance from all over the globe, how­
ever, who will regard it as a memorial 
to Cliff Andersen— and deeply regret 
that he will not be there to see the cul­
mination of his final efforts on behalf of 
the accounting profession.
The name of Clifford W. Andersen may 
not be familiar to the 85,000 members 
of the American Institute. But they should 
remember it— for they owe him much as 
an inspiring leader in the promotion of 
world-wide recognition of the signifi­
cance of accounting.
John Lawler
AICPA Administrative Vice President
6Boyer exposes AICPA's plans for using 
federal grunt to aid minority businesses
"This year the committee on economic oppor­
tunity stands at the threshold of an expanded 
program that deserves our most enthusiastic sup­
port,” Robert Boyer, chairman of the committee, 
reported to Council. "The impetus for this ex­
panded program comes from the decision of the 
Office of Minority Business Enterprise to match 
its frequent praise for our efforts with something 
more substantial— namely, a $150,000 cost reim­
bursement contract.
"W e did not request this contract. Before he 
left office in February, Secretary of Commerce 
Maurice Stans awarded contracts to various or­
ganizations that have proved their worth to the 
OMBE program. Both the AICPA and the Na­
tional Association of Accountants received $150,­
000 contracts.”
Mr. Boyer emphasized the tentative nature of 
the committee’s plans for the new federally 
funded program and pointed out that the pro­
gram could change as the needs and advice of 
the state societies are communicated to the 
committee. He said that at present the commit­
tee’s plans include the following points:
• "The program’s main impetus will continue 
to be counseling minority businessmen on a one- 
to-one basis by volunteer CPAs. State societies 
will be encouraged to adopt programs of assist­
ance wherever feasible or to expand existing 
programs.
• "W e will publish a minority businessman’s 
information guide, developed by the Illinois So­
ciety of CPAs, that the committee has been re­
viewing during the past year. The guide is a basic 
reference to all information a neophyte entre­
preneur needs to know to start and operate a 
viable small business.
• "W e intend to develop workshops and re­
lated course material both for minority business­
men who are currently in business and have had 
some personal counseling and for prospective 
minority entrepreneurs. We expect that the semi­
nars will be based on material in the business­
man’s information guide and will be given under 
the auspices of state societies.
• "Because the committee believes that our 
profession must consider the concept of estab­
lishing accounting aid organizations, we will de­
velop a manual for organizing an accounting 
aid nonprofit corporation and will encourage
state societies to establish such organizations 
where the need exists.”
Other plans include placing articles in media 
which reach minority businessmen and potential 
entrepreneurs; obtaining more feedback on the 
results of state societies’ programs; maintaining 
closer liaison with other professional and gov­
ernmental groups; and assisting OMBE in set­
ting up business resource centers.
Skinner sees new flexibility in 
Treasury position on tax conformity
Robert G. Skinner, chairman of the division of 
federal taxation, reported to Council that a 
growing flexibility was discernible in the Treas­
ury Department’s policy push for greater con­
formity between tax and financial accounting.
He said that the AICPA tax division had been 
able to demonstrate to Treasury and IRS repre­
sentatives that tax and financial accounting con­
formity was not as simple a solution to business 
tax problems as it may have appeared.
"I may be reading more into some recent indi­
cations than I should,” he said, "but I do want to 
pass on to you some personal observations.
"First, during an early informal meeting with 
Fred Hickman [Deputy Assistant Secretary of 
the Treasury for Tax Policy], he indicated that 
he is not wedded’ to the new Treasury Depart­
ment conformity policy. To me, this means that 
he is willing to consider it objectively, fairly and 
unemotionally on its merits.
"Second, I am pleased to report. . . that [last 
month] the Internal Revenue Service announced 
that fair value reporting of a Lifo inventory fol­
lowing a tax-free acquisition required to be ac­
counted for as a ’purchase’ under APB Opinion 
No. 16 will not trigger the tax on the Lifo re­
serve if specified disclosure requirements are 
met. To me, this represents a flexible bit of inter­
pretation of a very restrictive statutory financial 
statement conformity requirement on the part of 
the Treasury Department— an act of accommo­
dation and statesmanship on its part following 
some passionate advocacy on the part of the In­
stitute’s tax division and APB representatives. 
This may be evidence that Treasury-sponsored 
financial statement eligibility tests in the future 
will be flexibly proposed to conveniently accom­
modate evolutionary changes in generally ac­
cepted accounting principles and in financial 
reporting requirements.”
7Stone airs ideas for coming to terms with accounting services offered by non-CPAs
CPAs may have to reorganize their thinking 
drastically in order to cope with the problems 
presented by the "proliferation of accounting 
services offered by non-CPAs,” AICPA Past 
President Marvin L. Stone told Council mem­
bers in Boca Raton last month. Mr. Stone, chair­
man of the committee on the nature of account­
ing services, said that the committee has exten­
sively reviewed the services traditionally pro­
vided by CPAs that are now being offered by a 
growing number of commercial organizations 
(e.g., banks, finance companies, chain retailers, 
insurance companies, tax return preparers, etc.) 
to assess the impact of the problem on CPAs.
As a result of their research, which has pro­
vided committee members with a "comprehen­
sive view of the CPA’s competitive environment, 
present and future,” the group has identified 
several courses of action which might be taken 
by the Institute to resolve the problem.
Stressing that the committee has not made any 
decisions or recommendations, Mr. Stone out­
lined the committee’s thoughts on how the pro­
fession might cope with the new environment.
• Diminish competition by legislation, gov­
ernment regulation or persuasion.
• Review ethical codes which limit a CPA’s 
capacity to compete with non-CPAs.
• Recognize and encourage the trend toward 
specialization in the accounting profession.
• Use professional organizations to improve 
the CPA’s ability to serve clients by providing 
new services that few, if any, firms could pro­
vide for themselves.
In discussing the last category, Mr. Stone 
stated that the Institute could greatly improve 
the CPA’s competitive position by forming a 
nonprofit entity to provide data processing and 
retrieval services to AICPA members. "The en­
tity could even enter the tax return preparation 
field to guard against the possibility that 'whole­
salers’ might abandon CPAs in favor of the 're­
tail’ business. A data processing service within 
the profession would provide assured integrity 
of information and probably the advantage of 
lower cost.
"The Institute could also provide its mem­
bers with specialized consulting services via a 
paid staff or through referrals to other members 
engaged for a fee. Obviously, the latter arrange­
ment would work only if there is some means
to identify specialists within the membership.” 
Mr. Stone explained that the suggestions of­
fered by the committee are "examples to stimu­
late thinking and discussion throughout the pro­
fession. The ideas are not recommendations of 
the committee or of its chairman. Most of them 
are not original. Only after these ideas are fully 
exposed, along with many additional thoughts 
which will undoubtedly spring from the mem­
bership, will our profession be ready to decide 
on a course of action.”
After the Council meeting, the committee’s 
proposals were exposed to state societies for their 
comments and recommendations.
Board meeting highlights ( from page 1 ) 
present them before the Trial Board on behalf 
of the ethics division. Currently, the cases are 
presented by a member of the executive commit­
tee of the division.
In other actions the Board:
• Selected Clifford V. Heimbucher and Le­
Roy Layton as delegates to represent the Insti­
tute at a meeting of the "heads of delegation” 
during the Tenth International Congress of Ac­
countants to be held in Sydney, Australia, on 
October 16-20. AICPA Administrative Vice 
President John Lawler will attend as the Insti­
tute’s staff officer.
• Deferred action on a proposal that the In­
stitute adopt a policy of recommending the for­
mation of schools of professional accounting.
• Authorized a contribution of $1,500 to the 
American Thrift Assembly if requested by the 
other constituent organizations for the purpose 
of increasing the deduction ceiling on Keogh- 
type retirement plans for the self-employed.
• Approved the recommendation of the in­
ternational relations committee to extend invita­
tions for the Institute’s annual meeting in Den­
ver on October 1-4 to representatives of Brazil, 
France, Germany, Canada and Mexico.
Immediately following the Board meeting, the 
trustees of the AICPA Foundation approved a 
recommendation of the committee on minority 
recruitment and equal opportunity that $50,000 
be granted to seven schools in the West and 
Southwest for the purpose of assisting Chicano 
students studying accounting.
8Council told of computerized data banks for 
accounting research and tax materials
Council was informed by William Bruschi, 
Institute vice president-technical, and Gilbert 
Simonetti, Jr., director of the AICPA federal 
taxation division, that "information retrieval is 
with us.” Their descriptions of the Institute’s in­
volvement in two computer-based retrieval proj­
ects were followed by live demonstrations of the 
AICPA’s pilot accounting research retrieval 
program.
Mr. Bruschi announced that the pilot program 
for the system, which will include a data file of 
500 annual reports of companies listed on the 
two major stock exchanges, was developed by 
Mead Data Central of Dayton, Ohio. The six- 
month program will begin officially in late July 
with 15 terminals. The system being tested is a 
full-text, real-time, interactive system with mul­
tiple-term, coordinate search capabilities ( The 
CPA, Apr.72, p.2 ).
If, based on the test run results, the Institute 
decides to go ahead with the complete system, 
Mr. Bruschi explained, the retrieval task forces 
will begin the next phase of the project— i.e., 
negotiate an operational contract with M DC; 
prepare a fee schedule for the system’s users; 
explore the new generation of AICPA publica­
tions that will be created by the system; and de­
termine how to make the system available to 
small firms and to provide terminals for the 
larger firms.
Mr. Bruschi said that because smaller firms 
may find it uneconomical to support terminals in 
their own offices, the Institute and the state soci­
eties are discussing the feasibility of placing ter­
minals in the society offices. The AICPA office in 
New York will also have a terminal.
Mr. Simonetti described a search and retrieval 
system for federal tax materials that is currently 
being developed by CPAs and lawyers. The or­
ganization sponsoring the system— the National 
Center for Automated Information Retrieval—  
is a direct result of the activities of the National 
Conference of Lawyers and CPAs and of the 
close working relationship between the tax sec­
tion of the American Bar Association and the 
AICPA’s tax division.
Under the terms of the contract now being 
negotiated with Mead Data Central, NCAIR 
and MDC will jointly define the content and 
structure of an operational federal tax data base;
NCAIR will provide technical assistance to 
MDC in planning the modifications and im­
provements in the data base; NCAIR will ar­
range meetings and demonstrations with the 
leaders of the legal and accounting communities; 
and NCAIR will try to arrange for Treasury and 
IRS participation in the development of the new 
system. Mr. Simonetti announced that the Treas­
ury Department will participate with NCAIR in 
an advisory capacity.
He stated that it is contemplated that the orig­
inal or initial data base will contain approxi­
mately 400,000,000 characters. "The base will 
contain all of the Internal Revenue Code in full 
text— the code relating to income tax, estate and 
gift tax, the excise taxes relating to exempt or­
ganizations, and administrative and procedural 
matters.” Among other things, he reported, "it 
will contain all of the Treasury regulations with 
respect to these same sections; all of the Cumu­
lative Bulletin information since 1954, including 
revenue rulings and revenue procedures; and it 
will include legislative history of the Internal 
Revenue Code as it was enacted in 1954 and as 
it has been amended since that time.”
Once the data bank is in operation it is ex­
pected to be kept current on at least a weekly 
basis.
Mr. Simonetti reported that the tax data bank 
will be offered to lawyers and CPAs as part of a 
National Electronic Legal Research Service 
which MDC calls Lexis. Initially the Lexis li­
brary will contain Ohio and New York law. In 
the near future such other materials as federal 
trade, regulatory and statutory law and the laws 
of all 50 states will be included in the system.
Accounting Objectives hearing 
transcripts to be available
Transcripts of the public hearings held 
by the Accounting Objectives Study 
Group in New York May 15-17 will be 
published shortly and will be sold for 
$35 a copy. They may be ordered from 
the Accounting Objectives Study Group, 
Suite 1000, One Illinois Center, 111 
East W acker Drive, Chicago, Illinois 
60601.
9Revised text of the proposed Code restatement as approved by Council
Five amendments to the enforceable Rules of 
Conduct section of the proposed restatement of 
the Code of Professional Ethics were approved 
by Council last month. The major reasons for 
the changes are as follows:
1. The word "forecasts” has been dropped 
from the definition of financial statements be­
cause the senior technical committees are not cer­
tain at this time whether all standards relating 
to financial statements should apply to forecasts.
2. The paragraph relating to applicability of 
rules has been revised to clarify which rules ap­
ply to nonpracticing members.
3. Proposed Rule 203 on accounting principles 
has been modified in light of the Council-ap­
proved recommendation of the W heat Report 
for a Financial Accounting Standards Board to 
replace the Accounting Principles Board. Ref­
erence to the APB and its Opinions has been 
deleted and the language broadened to provide 
for Council designation of the body to be au­
thorized whose promulgated accounting prin­
ciples will be followed by the members.
In addition, the standard of "fairness” has 
been deleted and the standard of "misleading”
substituted therefor at the request of the com­
mittee on auditing procedure since it was felt 
that the phrase "fair presentation” should al­
ways be used with reference to generally ac­
cepted accounting principles.
4. The phrase "forecast of future operations 
or financial condition” in Rule 204 has been 
changed to read "forecast of future transactions” 
to make clear that the rule would apply to fore­
casts of cash flow.
5. The nonapplication of Rule 301 (confiden­
tial client information) to responses to "sub­
poena” enforceable by a court has been clarified 
by adding the word "summons.”
The text reproduced below on the colored 
pages, which incorporates all five amendments 
(the new language is shown in italics), will be 
discussed but not acted upon at the annual meet­
ing in October. Thereafter it will be voted on 
by the membership in a mail ballot.
Members wishing further background on the 
need for a revised Code should read "Restating 
the Ethics Code: A Decision for the Times,” by 
Thomas G. Higgins and W allace E. Olson, 
The Journal of Accountancy, March 1972.
Rules of Conduct
Definitions
The following definitions of terminology are 
applicable wherever such terminology is used 
in the rules and interpretations.
Client. The person(s) or entity which retains 
a member or his firm, engaged in the practice 
of public accounting, for the performance of 
professional services.
Council. The Council of the American Insti­
tute of Certified Public Accountants.
Enterprise. Any person(s) or entity, whether 
organized for profit or not, for which a CPA pro­
vides services.
Firm. A proprietorship, partnership or pro­
fessional corporation or association engaged 
in the practice of public accounting, includ­
ing individual partners or shareholders thereof.
Financial statements. Statements and footnotes 
related thereto that purport to show financial 
position which relates to a point in time or 
changes in financial position which relate to a 
period of time, and statements which use a cash 
or other incomplete basis of accounting. Balance 
sheets, statements of income, statements of re­
tained earnings, statements of changes in finan­
cial position and statements of changes in own­
ers’ equity or forecasts thereof are financial state­
ments.
Incidental financial data included in manage­
ment advisory services reports to support rec­
ommendations to a client, and tax returns and 
supporting schedules do not, for this purpose,
10
constitute financial statements; and the state­
ment, affidavit or signature of preparers required 
on tax returns neither constitutes an opinion on 
financial statements nor requires a disclaimer of 
such opinion.
institute. The American Institute of Certified 
Public Accountants.
Interpretations of Rules of Conduct. Pronounce­
ments issued by the Division of Professional 
Ethics to provide guidelines as to the scope and 
application of the Rules of Conduct.
Member. A member, associate member or in­
ternational associate of the American Institute 
of Certified Public Accountants.
Practice of public accounting. Holding out to be a 
CPA or public accountant and at the same time 
performing for a client one or more types of 
services rendered by public accountants. The 
term shall not be limited by a more restrictive 
definition which might be found in the account­
ancy law under which a member practices.
Professional services. One or more types of ser­
vices performed in the practice of public account­
ing.
Applicability of rules
The Institute’s Code of Professional Ethics 
derives its authority from the bylaws of the In­
stitute which provide that the Trial Board may, 
after a hearing, admonish, suspend or expel a 
member who is found guilty of infringing any of 
the bylaws or any provisions of the Rules of 
Conduct.
The Rules of Conduct which follow apply to 
all services performed in the practice of public 
accounting including tax and management ad­
visory services except (a) where the wording of 
the rule indicates otherwise and (b) that a mem­
ber who is practicing outside the United States 
will not be subject to discipline for departing 
from any of the rules stated herein so long as 
his conduct is in accord with the rules of the or­
ganized accounting profession in the country 
in which he is practicing. However, where a 
member’s name is associated with financial state­
ments in such a manner as to imply that he is 
acting as an independent public accountant and 
under circumstances that would entitle the read­
er to assume that United States practices were 
followed, he must comply with the requirements 
of Rules 202 and 203.
A member may be held responsible for com­
pliance with the Rules of Conduct by all persons 
associated with him in the practice of public ac­
counting who are either under his supervision 
or are his partners or shareholders in the practice.
A member not in public practice must observe 
the Rules of Conduct except where such rules 
are  specifically limited in their application be 
cause they relate solely to the practice of public 
accounting.
A member engaged in the practice o f  public 
accounting must observe a ll the Rules o f  Con­
duct. A member not engaged in the practice o f  
public accounting must observe only Rules 102 
and 501 since all other Rules o f  Conduct relate 
solely to the practice o f public accounting.
A member shall not permit others to carry out 
on his behalf, either with or without compensa­
tion, acts which, if carried out by the member, 
would place him in violation of the Rules of 
Conduct.
Independence, integrity and objectivity
Rule 101—Independence. A member or a firm of 
which he is a partner or shareholder shall not 
express an opinion on financial statements of an 
enterprise unless he and his firm are independent 
with respect to such enterprise. Independence 
will be considered to be impaired if, for example:
A. During the period of his professional en­
gagement, or at the time of expressing his opin­
ion, he or his firm
1. Had or was committed to acquire any di­
rect or material indirect financial interest in the 
enterprise; or
2. Had any joint closely held business invest­
ment with the enterprise or any officer, director 
or principal stockholder thereof which was ma­
terial in relation to his or his firm’s net worth; or
3. Had any loan to or from the enterprise or 
any officer, director or principal stockholder 
thereof. This latter proscription does not apply 
to the following loans from a financial institu­
tion when made under normal lending proce­
dures, terms and requirements:
(a ) Loans obtained by a member of his firm 
which are not material in relation to the net 
worth of such borrower.
(b) Home mortgages.
(c) Other secured loans, except loans guar­
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anteed by a member’s firm which are otherwise 
unsecured.
B. During the period covered by the financial 
statements, during the period of the professional 
engagement or at the time of expressing an opin­
ion, he or his firm
1. Was connected with the enterprise as a 
promoter, underwriter or voting trustee, a di­
rector or officer or in any capacity equivalent to 
that of a member of management or of an em­
ployee; or
2. Was a trustee of any trust or executor or  
administrator of any estate if such trust or estate 
had a direct or material indirect financial interest 
in the enterprise; or was a trustee for any pen­
sion or profit-sharing trust of the enterprise.
The above examples are not intended to be 
all-inclusive.
Rule 102—Integrity and objectivity. A member 
shall not knowingly misrepresent facts, and 
when engaged in the practice of public account­
ing, including the rendering of tax and manage­
ment advisory services, shall not subordinate his 
judgment to others. In tax practice, a member 
may resolve doubt in favor of his client as long 
as there is reasonable support for his position.
Competence and technical standards
Rule 201—Competence. A member shall not un­
dertake any engagement which he or his firm 
cannot reasonably expect to complete with pro­
fessional competence.
Rule 202—Auditing standards. A member shall 
not permit his name to be associated with finan­
cial statements in such a manner as to imply that 
he is acting as an independent public accountant 
unless he has complied with the applicable gen­
erally accepted auditing standards promulgated 
by the Institute. Statements on Auditing Proce­
dure issued by the Institute’s committee on audit­
ing procedure are, for purposes of this rule, con­
sidered to be interpretations of the generally ac­
cepted auditing standards, and departures from 
such statements must be justified by those who 
do not follow them.
Rule 203—Accounting principles. A member shall 
not express an opinion that financial statements
are presented in conformity with generally ac­
cepted accounting principles if such statements 
contain any departure from an Opinion of the 
Accounting Principles  Board accounting princi­
ple promulgated by the body designated by 
Council to establish such principles which has a 
material effect on the statements taken as a 
whole, unless the member can demonstrate that 
due to unusual circumstances the departure is 
necessary to a fair presentation financial state­
ments would otherwise have been misleading. In 
such cases his report must describe the departure, 
the approximate effects thereof, if practicable, 
and the reasons why compliance with the Opin­
ion principle would not  result in a fair mislead­
ing statement.
Rule 204—Forecasts. A member shall not per­
mit his name to be used in conjunction with any 
forecast of future operations of financial condi­
tion transactions in a manner which may lead to 
the belief that the member vouches for the 
achievability of the forecast.
Responsibilities to clients
Rule 301—Confidential client information. A mem­
ber shall not disclose any confidential informa­
tion obtained in the course of a professional en­
gagement except with the consent of the client.
This rule shall not be construed (a ) to relieve 
a member of his obligation under Rules 202 and 
203, (b ) to affect in any way his compliance with 
a validly issued subpoena or summons enforce­
able by order of a court, (c) to prohibit review 
of a member’s professional practices as a part of 
voluntary quality review under Institute authori­
zation or (d) to preclude a member from re­
sponding to any inquiry made by the ethics divi­
sion or Trial Board of the Institute, by a duly 
constituted investigative or disciplinary body of 
a state CPA society, or under state statutes.
Members of the ethics division and Trial 
Board of the Institute and professional practice 
reviewers under Institute authorization shall not 
disclose any confidential client information 
which comes to their attention from members in 
disciplinary proceedings or otherwise in carrying 
out their official responsibilities. However, this 
prohibition shall not restrict the exchange of in­
formation with an aforementioned duly consti­
tuted investigative or disciplinary body.
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Rule 302—Contingent fees. Professional services 
shall not be offered or rendered under an ar­
rangement whereby no fee will be charged unless 
a specified finding or result is attained, or where 
the fee is otherwise contingent upon the findings 
or results of such services. However, a member’s 
fees may vary depending, for example, on the 
complexity of the service rendered.
Fees are not regarded as being contingent if 
fixed by courts or other public authorities or, in 
tax matters, if determined based on the results of 
judicial proceedings or the findings of govern­
mental agencies.
Responsibilities to colleagues
Rule 401—Encroachment. A member shall not 
endeavor to provide a person or entity with a 
professional service which is currently provided 
by another public accountant except:
1. He may respond to a request for a proposal 
to render services and may furnish service to 
those who request it. However, if an audit client 
of another independent public accountant re­
quests a member to provide professional advice 
on accounting or auditing matters in connection 
with an expression of opinion on financial state­
ments, the member must first consult with the 
other accountant to ascertain that the member 
is aware of all the available relevant facts.
2. Where a member is required to express an 
opinion on combined or consolidated financial 
statements which include a subsidiary, branch or 
other component audited by another independ­
ent public accountant, he may insist on auditing 
any such component which in his judgment is 
necessary to warrant the expression of his 
opinion.
A member who receives an engagement for 
services by referral from another public account­
ant shall not accept the client’s request to extend 
his service beyond the specific engagement with­
out first notifying the referring accountant, nor 
shall he seek to obtain any additional engage­
ment from the client.
Rule 402—Offers of employment. A member in 
public practice shall not make a direct or indirect 
offer of employment to an employee of another 
public accountant on his own behalf or that of 
his client without first informing such account­
ant. This rule shall not apply if the employee of 
his own initiative or in response to a public ad­
vertisement applies for employment.
Other responsibilities and practices
Rule 501—Acts discreditable. A member shall not 
commit an act discreditable to the profession.
Rule 502—Solicitation and advertising. A member 
shall not seek to obtain clients by solicitation. 
Advertising is a form of solicitation and is pro­
hibited.
Rule 503—Commissions. A member shall not pay 
a commission to obtain a client, nor shall he ac­
cept a commission for a referral to a client of 
products or services of others. This rule shall 
not prohibit payments for the purchase of an ac­
counting practice or retirement payments to in­
dividuals formerly engaged in the practice of 
public accounting or payments to their heirs or 
estates.
Rule 504—Incompatible occupations. A member 
who is engaged in the practice of public account­
ing shall not concurrently engage in any business 
or occupation which impairs his objectivity in 
rendering professional services or serves as a 
feeder to his practice.
Rule 505—form of practice and name. A member 
may practice public accounting, whether as an 
owner or employee, only in the form of a pro­
prietorship, a partnership or a professional cor­
poration whose characteristics conform to reso­
lutions of Council.
A member shall not practice under a firm 
name which includes any fictitious name, indi­
cates specialization, or is misleading as to the 
type of organization (proprietorship, partner­
ship or corporation). However, names of one or 
more past partners or shareholders may be in­
cluded in the firm name of a successor partner­
ship or corporation. Also, a partner surviving 
the death or withdrawal of all other partners 
may continue to practice under the partnership 
name for up to two years after becoming a sole 
practitioner.
A firm may not designate itself as "Members 
of the American Institute of Certified Public Ac­
countants” unless all of its partners or share­
holders are members of the Institute.
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Three PD cassette-text programs are available from the American Institute
The Institute’s professional development divi­
sion has just released three new offerings— two 
in the CPAudio Continuing Education Series 
(cassettes and workbooks) and one in a new 
format with cassettes and a study manual. Brief 
descriptions of the new programs follow:
• "Reporting on Unaudited Financial State­
ments,” a cassette-workbook course, discusses 
such topics as the CPA’s association with un­
audited statements, reporting when the state­
ments are for internal use only, disclaimer 
requirements, the applicability of generally ac­
cepted accounting principles and disclosure re­
quirements, the definition of unaudited state­
ments, reports to government agencies and the 
lack of accounting records. The course, which 
uses case studies, also covers describing audit
procedures in the report and including negative 
assurances in a disclaimer. The cost of the one 
cassette and the workbook materials is $35 ($28 
to members).
• "Generally Accepted Auditing Standards” 
is a set of three cassette-workbook programs en­
titled General Standards, Standards of Reporting 
and Standards of Field Work. The price of the 
set is $100 ($80 to members). Alternatively, 
members may order each program separately 
(General Standards and Standards of Report­
ing, $28 each; Standards of Field Work, $36).
• "Estate, Gift, Income Taxation and Plan­
ning for Estates and Trusts (Including Commu­
nity Property) ” is an integrated 10-cassette and 
study manual program. The price to members 
is $120 per set.
Text of the AICPA Board of Directors 
resolution honoring Andrew Barr
On January 21, 1972, with his retire­
ment as chief accountant of the Securi­
ties and Exchange Commission, Andrew 
Barr, CPA, completed a distinguished 
career in government service.
During more than three decades with the 
federal government, Mr. Barr has con­
sistently exemplified the highest ideals 
of the accounting profession in his dedi­
cation to the public interest, in his inde­
pendence of spirit and in his commitment 
to personal integrity.
Being a rare combination of theoretician 
and pragmatist, he has performed his 
duties in an authoritative, but never in an 
authoritarian, manner. He has constantly 
encouraged the accounting profession in 
its efforts to improve standards of finan­
cial reporting and, in fact, has played a 
vital role in their development.
In summary, Mr. Barr has been more than 
a devoted public servant, for he has con­
stantly displayed those qualities of lead­
ership which are essential if the public 
interest is to be genuinely served.
He has received a host of honors, includ­
ing the President’s Award for Distin­
guished Federal Service and the CPA 
Gold Medal of the AICPA, the highest 
award which his profession can bestow.
These tributes reflect an incontrovertible 
facts that Mr. Barr, throughout his career 
in a post of crucial importance to the 
nation’s economy, has earned the endur­
ing respect of his associates in govern­
ment and his colleagues in the account­
ing profession.
On behalf of the more than 84,000 
members of the AICPA, the Board of Di­
rectors takes the occasion of his retire­
ment to acknowledge a profound debt 
of gratitude to him for services already 
rendered, and to express the hope that 
he will continue to contribute his mani­
fold talents to the advancement of his 
profession.
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Concurrent membership? Nay for now. Tasker tells Council
The study of concurrent membership in the 
American Institute and state societies, initiated 
two years ago, reveals that the time is not yet 
ripe for such a system, Gordon Tasker, chairman 
of the committee on relations with state societies, 
told members of Council. However, Mr. Tasker 
said, the study has pointed up several areas 
where increased coordination between the Insti­
tute and state societies would bring about a 
greater sense of unity within the profession. 
These areas include admission procedures (and 
possibly requirements), billing procedures, 
membership records and public relations.
Mr. Tasker said that comments from state 
societies on the committee’s recommendation for 
concurrent membership ( The CPA, Nov.71, 
p.7) indicated that support for the proposal was 
not strong enough to warrant further action at 
this time.
The committee’s tentative proposal, which was 
exposed to Council last fall, was that the AICPA 
should ( 1) require state society membership as 
a prerequisite for Institute membership and (2 )
encourage the state societies to voluntarily adopt 
a requirement that their members must also be 
members of the American Institute of CPAs.
"Nevertheless,” Mr. Tasker stated, "the com­
mittee believes the reasons for its preliminary 
proposal continue to be valid, and the need still 
exists.
"In fact, we believe the need is an increasing 
one and becomes more apparent with the growth 
and complexities of our profession.
"The reasons which prompted our preliminary 
proposal for study included recognition that ac­
counting is an interstate profession. In order to 
insure that professional standards are uniformly 
high throughout the country, the Institute must 
exercise leadership to upgrade standards of ad­
mission and of practice. If the profession does 
not provide the machinery for doing this, it is 
likely that some other entity will do it for us.”
Mr. Tasker said that the committee would en­
courage state societies to continue to explore 
concurrent membership and communicate their 
views to the committee.
Harrison urges Council to encourage firms to hire minority accountants
"The base of minority employment in the ac­
counting profession is still so minuscule that 
even a 100 per cent increase is not very signifi­
cant,” stated Lincoln J. Harrison, chairman of 
the committee on minority recruitment and equal 
opportunity, in his report to Council. "A decline 
. . . means that even today we have not yet seri­
ously begun to do what we have pledged to do” 
in the Council resolution to integrate the pro­
fession in fact as well as in ideal.
Dr. Harrison explained that the crux of the 
resolution has to do with hiring— with the de­
mand for minority accountants— and in that re­
spect the profession has been slow in responding.
Citing the results of two surveys, conducted 
by the committee in 1970 and in 1971, of the 
largest CPA firms’ minority employment activi­
ties, Dr. Harrison said the 1970 survey results 
were very encouraging.
"From the spring of 1969 to the spring of 
1970, employment of black professionals rose
from 197 to 363; orientals, from 282 to 386; 
American Indians, from 9 to 10; and Spanish- 
surnamed Americans, from 216 to 442.
"After this splendid beginning, the recession 
struck, affecting employment in public account­
ing as well as in other fields. . .  . Last year’s sur­
vey showed that the profession’s record in hiring 
minority accountants was mixed. Employment of 
black professionals rose from 363 to 487, but the 
number of Spanish-surnamed professionals 
dropped from 442 to 360.”
Dr. Harrison emphasized that the educational 
and recruiting activities of the committee ( The 
CPA, Mar.72, pp.3-5) have meaning only if the 
demand for minority accountants increases at a 
rate which demonstrates the continuing commit­
ment of the profession.
He urged members of Council to help fulfill 
the resolution by improving their own firms’ 
minority recruiting records and by taking appro­
priate action at the state society level.
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Council elects seven to Trial Board
The following members were elected by 
Council at its spring meeting to serve 
three-year terms, beginning May 31,
1972, on the Trial Board:
Marshall S. Armstrong, Indiana 
Henry V. Benson, Jr., Washington 
Edward A. DeMiller, Jr., Mississippi 
Everett M. Hawley, Jr., Michigan 
Stanley J. Scott, Texas 
Wilbur H. Stevens, California 
Maurice A. Webster, Jr., Pennsylvania
CPA-SEA, NASBA and AAA presidents 
discuss common goals with AICPA Council
The presidents of the CPA-Society Executives 
Association, the National Association of State 
Boards of Accountancy and the American Ac­
counting Association also addressed Council 
members last month.
W illiam Quimby, president of CPA-SEA, dis­
cussed the need for the closest possible coordina­
tion, cooperation, communication and cohesive­
ness (the four "C ’s” ) between the state societies 
and the Institute. He announced that the objec­
tives of a new CPA-SEA committee are to de­
velop (1 ) a definition of how the AICPA and 
the societies view each other’s function in serving 
the accounting profession and (2 ) recommen­
dations that will result in more effective coordi­
nation between the two groups.
J. Sydnor Mitchell, president of NASBA, ex­
plained that his organization hopes to bring to 
light the inconsistencies that presently exist in 
the administration of the state accountancy laws 
and to show the state boards how the public and 
the profession would be better served by correct­
ing them. He reminded Council members that 
the boards’ responsibilities and authority are 
limited and that many of the changes require 
state legislative action. He emphasized that the 
state boards, state societies, NASBA and the 
AICPA must continue to work together toward 
their common goals of uniform national stand­
ards for the issuance of CPA certificates, recog­
nition of qualified accountants in other countries 
and freedom of movement in interstate and in­
ternational practice.
Charles Zlatkovich, president of the AAA, 
briefly reported to Council on the current edu­
cation scene, in which he said the trouble spots 
exceed the bright ones. One of the bright spots 
is the fact that today accounting majors are one 
of the few groups who can readily get jobs.
Defliese itemizes APB's agenda
The chairman of the Accounting Principles 
Board, Philip L. Defliese, told Council the APB 
hopes to complete its record through the end of 
the year with the issuance of 6 Opinions (for a 
total of 30) and approval of a considerable num­
ber of audit guides and position papers. The 
Financial Accounting Standards Board, which 
will replace the APB, is expected to be in opera­
tion around January 1, 1973. Mr. Defliese said 
the Board has established a three-part program, 
which includes the following:
• The topics on which the APB expects to 
issue Opinions— these include the three draft 
Opinions now being exposed or about to be ex­
posed (on stock compensation, on accounting 
for lease transactions by lessors that are manu­
facturers or dealers and the sales of such leases, 
or property, to third parties, and on early extin­
guishment of debt), and such other issues as the 
accounting for leases by third party lessors; ex­
traordinary items; and interim financial state­
ments.
• Urgently needed audit guides and position 
papers in varying stages of progress that need 
to be approved by the APB—-these include the 
guides and papers on savings and loan associa­
tions; finance companies; brokers and dealers; 
T V  films; franchise accounting; land develop­
ment accounting; educational institutions; health 
and welfare plans; and stock life insurance 
companies.
• Those very controversial topics on which 
Opinions could not possibly be issued by year- 
end— the APB will continue work on these top­
ics with the objective of preparing summary doc­
uments for the new FASB that give the pros and 
cons of proposed solutions (including the views 
of the Financial Executives Institute and of the 
Securities and Exchange Commission). This 
category includes marketable securities; intangi­
ble drilling costs of the oil and gas industry; sub­
sidies under the Maritime Commission Act; 
lease capitalization; and diversified companies.
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from  the E xecu tive V ice P resid en t  
LEONARD M. SAVOIE
Taking timely action
The following column is adapted from Mr. 
Savoie’s report to Council last month in Boca 
Raton.
I believe it is no exaggeration to say that the 
vital role of CPAs in the nation’s society and 
economy is more widely recognized today than 
ever before.
The increased awareness of our function and 
its significance has led to increased scrutiny of 
our activities and also to increased expectations 
of our performance.
The profession has responded to enlarged 
demands upon it in a fashion which I think any 
impartial observer would have to judge laud­
able. Tremendous effort and study have been 
devoted to serving the business community and 
the investing public in better and better ways.
But in today’s world of instant communica­
tion, rapid technological development and high 
social mobility, expectations rarely stand still. 
And it follows that our profession cannot stand 
still either. If it is to remain a vital, respected 
and effective calling, it must— through its or­
ganized bodies, particularly the American In­
stitute— respond promptly and appropriately to 
changes taking place around us.
And this brings me to the thought I want to 
leave with you as I stand at the edge of a big 
personal change— a change from the public prac­
tice of accountancy, in which I was engaged for 
twenty years, and from work with the Institute, 
where I have been for five years, into corporate 
life as vice president and controller of Clark 
Equipment Company.
My thought is this: Why do we so frequently 
see organization after organization, and group 
after group, delay in taking plainly necessary ac­
tion until after the psychological moment has 
passed?
Perhaps the reason is a certain timidity. A 
person or group perceiving the first small signs 
of need for some change or innovation may 
think, "W hy should we stick our necks out? 
Let’s wait and see if somebody else tries it, and 
watch what happens to him.”
Or the reason may be just inertia— the natural 
reluctance to disturb behavior patterns that have
become comfortable: "W hy rock the boat? The 
pressures aren’t great as yet; maybe they’ll evap­
orate.”
Whatever the reason, the result is procras­
tination.
Now, I do not know whether procrastination 
can rightly be called a vice, but its consequences 
can often be as damaging. The 19th-century Eng­
lish writer, De Quincey, gave this matter a re­
verse twist in a humorous essay: " If  once a man 
indulges himself in murder, very soon he comes 
to think little of robbing; and from robbing he 
comes next to drinking and Sabbath-breaking, 
and from that to incivility and procrastination.” 
One of the disadvantages that flow from pro­
crastination in the business and professional 
world is that of missed opportunity for building 
a good reputation. One gets scant credit for a de­
sirable action if it is taken only after one’s arm 
has been twisted.
Another disadvantage is that pressures may 
mount to the point where action is taken by some 
outside power—probably government. In such 
cases, the action may be overdone instead of be­
ing fitted nicely to the circumstances, and the ex­
cess produces ills of its own. Or the remedy may 
be unnecessarily constrictive because it was de-
Members to receive m ailing on 
annual meeting highlights
A brochure describing the highlights of 
the AlCPA's 85th annual meeting sched­
uled for October 1-4 in Denver, Colo­
rado, was mailed to each member of the 
Institute this month. The brochure in­
cludes a coupon by which a member in­
terested in attending the meeting may 
request advance registration and hotel 
reservation forms from the Institute.
The special mailing is a departure from 
the practice in previous years of publish­
ing the program highlights and advance 
registration and hotel reservation forms 
as an insert in the June CPA.
Members who have not received the 
program highlights and who would like 
to register for the meeting and make 
hotel reservations should write to the 
AICPA meetings department.
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vised by people unfamiliar with the industry or 
business to which it was applied.
The sad thing about such overreactions or ill- 
formed remedies is that they could so often be 
easily avoided. Those who are successfully en­
gaged in a given field of endeavor are in position 
to perceive needs for improvement sooner than 
anyone outside the field.
Advantages of the timely response
In our own profession, if we are to preserve 
the right to run our own affairs, we must make 
better use of the fact that we know more about 
accounting problems than anyone else. In all the 
comments in the public press these days, have 
you seen much written about accountancy that 
you didn’t hear some thoughtful accountant 
enunciate five or ten years ago? W hat criticism 
has there been that wasn’t made first within the 
profession?
Peter Drucker, the economist and author, has 
pointed out that whenever a group has been the 
first to suggest the need for controlling its activi­
ties, it has invariably been granted a large hand 
in whatever legislation had to be written.
This has been illustrated by the experiences of 
our own profession. Largely through the state 
societies, for example, the profession has taken 
the lead in getting state legislation to assure that 
those practicing public accounting have suffi­
cient education and competence to protect the 
public. The Institute has developed the Uniform 
CPA Examination and Advisory Grading Serv­
ice which have become the national standard for 
measuring the competence of all who seek to 
become CPAs.
More recently, the profession became the first 
to recognize the need for a continuing education 
requirement, with the drive being led by the pro­
fession in Iowa and later being endorsed by this 
Council.
The Institute has also acted to guide the pro­
fession in the area of technical standards. The 
Institute has steadily and successfully led the 
way toward higher auditing standards over a 
period of more than half a century. In the area 
of accounting principles the profession has simi­
larly been the spearhead.
In addition, we can identify several specific 
opportunities to participate in the shaping of 
standards or legislation where, in doing so, the 
profession did have or could have a great deal 
to say about the rules it must live by.
The positions on accounting taken in the se­
curities acts and in their administration were 
conceived in large measure from the findings of 
the joint study by the Institute and the stock ex­
changes. The study pointed up the need for the 
reform of financial reporting practices, and, be­
cause we helped to determine the need, we had 
a good deal to say about how reform was to be 
effected.
Several years later the committee on account­
ing procedure was formed, and over the next 
twenty years its 51 bulletins clarified existing 
practice. Progress was made, but dissatisfaction 
persisted because of the wide variety of princi­
ples that were still acceptable. W e responded 
with the creation of the Accounting Principles 
Board, backed by a highly competent staff. It has 
tackled many tough assignments and been sub­
ject to many pressures. But it cannot be claimed, 
after thirteen years and 21 Opinions, that prog­
ress was not made.
A new era for accounting
W e are now entering a new era, with the ex­
amination of a new concept in establishing fi­
nancial accounting standards— a full-time Board, 
independent of professional and business organi­
zations, yet, hopefully, attuned to their needs 
and to the public interest. Thus another oppor­
tunity is presented for continuing to determine 
financial reporting standards in the private 
sector.
The accounting profession owes no apology 
for the fact that progress has not been made as 
fast as many people (myself included) would 
have liked. But it should face up to the fact that, 
in our past efforts, we have tended to the failing 
of procrastination.
The changes now proposed are wide-ranging 
and modifications may be needed to achieve the 
results we all desire. But, irrespective of the 
final form of structure and methods, the account­
ing profession bears an ultimate responsibility 
to itself and to the public. It can and will meet 
this responsibility as long as it heeds the ringing 
declaration (slightly paraphrased) of the philos­
opher, Comte: "Integrity is our principle, order 
is our foundation, progress is our goal.”
Integrity has always been fundamental to the 
profession and must be preserved at all costs. 
Our foundation of order has not been so firmly 
established, perhaps, as some other aspects of the 
profession, but when Bob Trueblood’s group
18
completes its work, I am sure that the conceptual 
foundation will be greatly reinforced. Then, 
with the support of all groups concerned with 
financial reporting, substantial progress can be­
come a continuing reality.
Finally, I must tell you that I leave my posi­
tion at the Institute with deep regret. But I assure 
you that I shall continue to take an active interest 
in its affairs and those of the profession. I might 
even speak out from time to time, a habit I have 
developed over the last five years and may find 
difficult to give up.
I wish to thank my colleagues on the staff who 
daily make so many positive contributions to the 
well-being of the profession. They constitute an 
impressive array of talent, including more CPAs 
than in most CPA firms and more Ph.D.’s or the 
equivalent than in most university accounting 
faculties. Not only do the nontechnical and tech­
nical staff members present a wide diversity of
abilities and interest, but they also consistently 
display a united dedication to the profession.
I am continually amazed at the extent to which 
our members give unstintingly of their time to 
the Board of Directors, to Council and to the 
many boards and committees which keep our In­
stitute functioning. To all these people we owe 
a debt of gratitude.
As we enter a new era for the profession, I 
would like to conclude with the words of the late 
John Kennedy, who said: "It is time for a new 
generation of leadership to cope with new prob­
lems and new opportunities. For there is a new 
world to be won.”
If the Institute continues to recognize prob­
lems as they arise, and if it leads in taking action 
to solve them, the accounting profession will be­
come even more respected— and more essential 
— than it is today. I am confident that this new 
world of accounting can and will be won.
Benevolent Fund trustees and social workers aid members in need
The trustees of the American Institute Ben­
evolent Fund, realizing that members who are 
receiving financial assistance from the fund may 
also need personal and social guidance, are now 
using professional social workers to assist them 
in helping AICPA members and their families 
who have met with misfortune.
The trustees rely on members of Council to 
make the initial on-the-scene appraisal of ap­
plications for assistance. Social workers then 
assist the trustees by conducting a continuing 
program of reviews and counseling.
Many cases for which the Benevolent Fund is 
now providing assistance involve widows, some 
with young children, and members with seri­
ous illnesses. In appropriate situations a social 
worker’s guidance complements the Benevolent 
Fund’s financial assistance in helping these peo­
ple meet current misfortunes.
The American Institute Benevolent Fund, 
Inc., was incorporated in 1933. Since then, it has 
been sustained by contributions from members 
of the AICPA. Its sole purpose is to help mem­
bers, former members and their families through 
periods of financial difficulty.
At this time, there are 22 active cases spread 
over 16 states. A number of these have made ar­
rangements to repay the fund when current as­
sets are liquidated. Anyone knowing of an 
Institute member who might be in need of as­
sistance or a family which could use some help 
should communicate with the board of trustees, 
at the Institute’s offices, briefly describing the 
situation. Naturally, requests are handled in a 
confidential manner.
An average case requires financial assistance 
of $2,000 per year. In some cases, annual pay­
ments have been as low as $720; in others, as 
much as $3,600 per year. A few cases are of short 
duration, but most tend to stretch out over sev­
eral years.
During the recent past, the fund has witnessed 
an increase in requests for assistance. Although 
the Benevolent Fund had a fund balance of 
$472,397 (at book values) as of February 29,
1972, assistance to members has been running 
about the same recently as income from securi­
ties plus contributions received. A projection of 
presently authorized allotments points to a defi­
ciency unless the trustees realize greater income 
on securities or an increase in contributions.
Along with the billing for 1972-73 dues, mem­
bers will again receive an appeal for help for 
their less fortunate colleagues. The trustees hope 
that, this year, the response of members will be 
even more generous than it has been in the past.
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Institute members are invited to participate in the 1972 quality review program
The quality review program, which was ap­
proved last fall by the AICPA Board of Direc­
tors for the 1971-1972 fiscal year ( The CPA, 
Nov.71, p.4 ) ,  is available to members who wish 
to participate during the summer and early fall.
During 1971 the quality review (advisory) 
committee developed and field-tested a pro­
gram which enables practitioners to have their 
workpapers and reports independently reviewed. 
The program is primarily designed to help the 
practitioner improve the quality of his audit 
work and incorporates educational features that 
enable him to profit from methods followed by his 
peers. Reviews are confidential and may not be 
used for professional disciplinary purposes. Re­
viewers are assigned on an out-of-state basis and 
are carefully selected to avoid possible competi­
tive conflicts. Careful consideration is also given 
to selecting reviewers who are familiar with spe­
cific industry workpapers to be reviewed. All 
program materials remain with the participants; 
no reports are made to others.
The reviews were enthusiastically received by 
the firms participating in the pilot program, as 
excerpts from the following letter indicate:
"The independent review was educational 
and we were given extra copies of the review 
program for our internal use in reviewing other 
engagement files.
"Because our firm’s partners gained all their 
experience with our firm, we had not been ex­
posed to ideas from other firms— even though we 
have been active in state society affairs. For ob­
vious reasons, some professional matters cannot 
be discussed with local colleagues.
"The reviewer gave us samples of engagement
letters, confirmation forms and other materials 
that we found useful. W e also talked about the 
advantages and disadvantages of merging, com­
puter tax returns, office procedures, etc.
"Since the problems found during the review 
were our own weaknesses, I believe we learned 
more in the two-day quality review than we could 
have hoped to learn from in-house training 
courses.
"For these reasons, I hope the AICPA’s quality 
review program can be extended and all local 
firms encouraged to participate. In another year 
or two we would like to be reviewed again.”
The operation of the program involves two 
reviewers’ visiting the participant’s office for two 
days. Participants select both audited and un­
audited engagements for review. Hopefully, 
these are representative engagements conducted 
by the various principals of the firm. A kit of 
materials, which includes a 53-page review 
checklist covering all phases of the engagements 
selected for review, is used to focus on proce­
dures followed by the practitioner. Weaknesses 
noted are discussed with the firm’s partners on 
the final afternoon of the review. Various items 
in the checklist are cross-referenced to APB 
Opinions and other Institute pronouncements. 
The fee for the program is $375, and the partic­
ipating firm furnishes a reviewer for a subse­
quent review under the program.
Because of the success of the 1971 program, 
the number of reviews to be completed during 
1972 may be expanded; however, openings are 
limited. Members interested in scheduling a re­
view should contact Edward M. Musho of the 
AICPA staff by using the coupon below.
Complete and mail to:
Edward M. Musho 
American Institute of CPAs 
6 66  Fifth Avenue 
New York, New York 10019
We are interested in participating in the quality review program.
1. Name of interested practitioner or firm:_________________________________________
Address:____________________________________________________________________
Telephone:__________________________________________________________________
2. Name of individual to contact:_________________________________________________
3. Respondent’s signature:_________________________________________________ Date:
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Holton measures auditing procedure group's response to "rising expectations"
In his report to Council, Thomas L. Holton, 
chairman of the committee on auditing proce­
dure, explained how the work of the 1970-71 
committee has contributed to the profession’s 
efforts to meet many of the "rising expectations” 
of the committee, the profession and the public.
He explained that rising expectations are be­
ing met by the committee in the following ways:
• The committee expects its members to de­
vote a substantial amount of time to its work, and 
prospective new members are so advised. [Ed. 
N o t e  : According to statistics recently prepared 
by the AICPA, from September 1970 to D e­
cember 1971 the full committee held 29 days of 
meetings, the equivalent of over 775 man days.] 
In addition, punctuality in meeting deadlines 
for comments on tentative positions of the com­
mittee and its subcommittees is required.
• The profession seems to be expecting more 
guidance from the committee. One result has 
been the publication of a new series of Auditing 
Interpretations ( The CPA , May72, p .11) .  The 
interpretations deal only with matters on which 
the committee has spoken that need clarification;
they are not to be used to make pronouncements 
on questions under consideration by the group.
• The public’s rising expectations of the pro­
fession have resulted in a "credibility crisis,” 
especially in the auditing area. The seven State­
ments on Auditing Procedure issued last year 
(N os. 44 to 50) should help meet the needs of 
the public and lead to better communication 
with the users of financial statements. In addi­
tion, the committee is getting close to issuing 
pronouncements on such other problems as audit 
supervision, transactions with affiliates, report­
ing on forecasts, corporate audit committees and 
a new codification of SAPs.
Mr. Holton also described the committee’s 
present consideration o f unaudited financial 
statements in view of the court’s decision in 
the 1136 Tenants’ Corporation case. A new sub­
committee has been appointed to study the im­
plications of the case in the light of present 
auditing literature. T he first charge of the sub­
committee is to develop a list of all the questions 
that should be considered by the committee and 
then to develop possible alternative solutions.
the CPA. J U N E  1972
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Board of Directors names trustees of Financial Accounting Foundation
At a special meeting in New York on June 27, the AICPA Board of Directors 
elected eight persons to the Board of Trustees of the Financial Accounting 
Foundation for terms of one to three years. The American Accounting Asso­
ciation, the Financial Analysts Federation, the Financial Executives Institute 
and the National Association of Accountants had each submitted a list of nom­
inees who were considered by the Board of Directors along with a list of 
AICPA candidates submitted by members of the Board. Following are the new 
trustees, their terms and the organizations which nominated them:
One-year terms
Samuel A. Derieux, partner of Derieux & Watson, Richmond, Virginia 
(AICPA).
William H. Franklin, chairman of the board of Caterpillar Tractor Co., 
Peoria, Illinois (N A A ).
Two-year terms
Ralph E. Kent, managing partner of Arthur Young & Company, New York 
City (AICPA).
James Don Edwards, Distinguished Professor of Accounting at the Univer­
sity of Georgia, Athens (A A A ).
Thomas A. Murphy, vice chairman of General Motors Corporation, Detroit, 
Michigan (F E I) .
Three-year terms
John C. Biegler, senior partner of Price Waterhouse & Co., New York City 
(AICPA).
Ivan O. Bull, managing partner of McGladrey, Hansen, Dunn & Co., Daven­
port, Iowa (AICPA ).
Thomas C. Pryor, senior vice president and chairman of the investment policy 
committee of White, Weld & Co., Inc., New York City (F A F ).
Walter J. Oliphant will serve as a trustee for the remainder of his term
  as AICPA president.
According to the recommendations of the Wheat Report, the trustees of 
the Foundation are to include the AICPA president (as an ex-officio trustee), 
four CPAs in public practice, two financial executives, one financial analyst 
and one accounting educator.
The Board also approved a proposed certificate of incorporation and 
bylaws for the Financial Accounting Foundation. The new Financial Ac­
counting Standards Board and the Financial Accounting Standards Advisory 
Council would be autonomous bodies legally a part of the Foundation but 
operationally independent of the trustees. ( continued on page 16)
2James Needham selected chief executive of 
New York Stock Exchange
James J. Needham, a member of the Securities 
and Exchange Commission, was named the first 
full-time, salaried chairman and chief executive 
officer of the New York Stock Exchange on 
July 13. He was selected by the new publicly 
oriented governing board of the exchange, which 
is currently being reorganized under proposals 
made last year by former Federal Reserve Board 
Chairman William McChesney Martin, Jr.
Formal election of Mr. Needham—who will 
regulate the operations of the world’s largest 
stock exchange, its 2,000-employee staff and 
some 580 member firms— is expected to take 
place at the board’s August meeting. He will 
take office on September 1.
In commenting on his appointment, an edito­
rial in The New York Times stated that Mr. 
Needham could do the exchange the most good 
"by building upon his reputation as a tough reg­
ulator whose concern is for the public and the 
securities industry as a whole, not the narrow, 
monopolistic interests of the exchange. . . . ”
Prior to his appointment to the SEC in 1969, 
Mr. Needham was a partner in the New York 
City office of A. M. Pullen & Company. He is a 
former member of the AICPA Council.
Member is suspended from Institute
A sub-board of the Institute’s Trial Board met 
to consider charges of the committee on profes­
sional ethics that Max Forman of Coral Gables, 
Florida, had violated the Institute’s bylaws in 
that his certificate as a CPA had been suspended 
by the Florida State Board of Public Account­
ancy, and that he had violated Rule 2.02 of the 
Code of Professional Ethics in that he was mate­
rially negligent in the conduct of his examina­
tion of or in making his report on financial state­
ments which he had audited and had failed to 
acquire sufficient information to warrant expres­
sion of his opinion.
Mr. Forman appeared at the hearing and was 
assisted by legal counsel. After considering the 
evidence produced by the ethics committee and 
the respondent, the sub-board decided that he 
was guilty on the above two counts and dis­
missed a third charge of the ethics committee. 
The sub-board decided that Mr. Forman should 
be suspended from Institute membership for 
three months. Since no request of the sub-board’s 
decision was filed within the time permitted by 
the bylaws, Mr. Forman’s suspension became ef­
fective on May 29, 1972.
Ed. N o t e :  The sub-board in each trial decides 
whether the name of the respondent shall be 
published in The CPA.
AICPA names Robert Stone director 
of information retrieval
Robert Stone, a manager in the AICPA informa­
tion retrieval division, has been appointed direc­
tor of information retrieval to replace William C. 
Bruschi, who was named AICPA vice president- 
technical last fall (The CPA, Nov.71, p .9 ).
Mr. Stone will provide staff direction for the 
pilot program for the proposed Institute retrie­
val system and, assuming the program is success­
ful, for the installation of an operating system 
(The CPA, Apr.72, p.2). He will also provide 
technical assistance to the AICPA library in the 
utilization of computer techniques and will be 
available to other divisions as a consultant in 
computer technology.
Mr. Stone joined the AICPA staff in 1971 to 
aid in advancing the information retrieval pro­
ject to the point of undertaking the pilot pro­
gram. He has since provided assistance to the 
professional development division in the prep­
aration of computer courses, to the library in 
establishing procedures for computerizing the 
compilation and printing of The Accountants'  
Index and to the auditing and reporting and 
management advisory services divisions in re­
viewing projects involving computer technology.
Editor: Barbara J. Shildneck
Production Assistant: Marie Bareille
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3Wallace E. Olson is appointed Institute's new executive vice president
Wallace E. Olson was named the executive 
vice president of the Institute at the June meeting 
of the Board of Directors. Following service as 
chairman of the executive committee of the 
AICPA’s division of professional ethics since 
1970 and of the Code restatement committee 
since 1968, Mr. Olson will, in his new position, 
provide overall direction of the Institute’s opera­
tions in New York and Washington and will be 
a leading Institute spokesman.
In addition, he will serve on the AICPA Board 
of Directors, on the Board of Trustees of the 
Accounting Research Association and on the In­
stitute’s planning and finance committee.
Mr. Olson, who has been associated with 
Alexander Grant & Company in Chicago for 
over 25 years, has been its executive partner since 
1967.
He joined the American Institute in 1949 and, 
in recent years, has served on Council and on the 
management services committee. In 1970 he was 
appointed to the Study on Establishment of Ac­
counting Principles— the Wheat Commission— 
whose report was adopted by Council in May 
(The CPA, May72, p.1) and is now being imple­
mented (see page 1).
AICPA Insurance Trust 1972 refund approaches $ 7  million
The insurance committee of the American In­
stitute authorized payment on June 30, 1972, of 
almost $7 million in refunds to eligible sub­
scribers under the AICPA Insurance Trust. This 
disbursement, a record high, was the twenty- 
fourth consecutive refund made since the Trust 
was established in 1947.
Under the CPA Plan, refund rates applicable 
to contributions for insurance during the 12- 
month period ended September 30, 1971, were 
75%  for subscribers who were under age 45, 
57% for ages 45 to 55 and 50%  for ages 55 to 
65. In addition, a bonus refund was added to the 
above rates for subscribers who remitted contri­
butions on an annual or semiannual basis; the 
bonus was 4%  and 2 % , respectively, based on 
the same contributions counted. Eligible sub­
scribers age 65 or over also received the bonus
distribution. The Group Insurance Plan refund 
rate applicable was 5 0 % ; where dependents’ 
group life insurance was included, the refund 
rate was 45% .
At present there are more than 30,000 CPAs 
participating on an individual basis in the CPA 
Plan and some 40,000 proprietors, partners, em­
ployees and eligible dependents covered under 
the Group Insurance Plan.
At March 31, 1972, the fiscal year-end of the 
Trust, nearly $1.3 billion of life insurance was 
in force.
Invitations to subscribe and descriptive litera­
ture are scheduled for mailing later this year. 
Meanwhile, Institute members desiring informa­
tion should write to the plan administrator: Reid 
& Carr, Inc., 530 Fifth Avenue, New York, N. Y. 
10036.
4Gilbert Simonetti named vice president in expansion of government relations staff
In an effort to strengthen the Institute’s ability 
to meet the increasing demands of the 1970’s, 
AICPA staff operations have been broadened to 
put more emphasis on the profession’s relations 
with the federal government. In a release issued 
July 11, AICPA Administrative Vice President 
John Lawler announced that Gilbert Simonetti, 
Jr., director of the federal taxation division, had 
been named to the newly created position of vice 
president-government relations.
With offices in Washington, D. C., and an ini­
tial staff of approximately twenty, Mr. Simonetti 
will provide staff leadership for the profession’s 
growing involvement in those federal govern­
ment matters that affect accounting. The ex­
panded Washington commitment, which has 
been endorsed by the AICPA Board of Directors, 
is intended to help the profession keep abreast 
of developments within the federal government 
and to appraise their significance for accountants.
Mr. Lawler stated that this would include 
"making the skills of the profession available 
more frequently to those within government who 
would welcome such assistance and regularly 
joining with others in encouraging the effective
use of the accounting discipline in the collection 
and allocation of funds, in the control of expend­
itures and in the evaluation of performance.”
The Washington office will also furnish staff 
aid to the more than two dozen AICPA commit­
tees that maintain liaison with key federal agen­
cies and to all the committees in the Institute’s 
federal taxation division.
It is expected that the new Washington office 
will be in operation shortly after Labor Day.
Mr. Simonetti joined the AICPA staff in 1958 
as an assistant in the tax department; in 1960 he 
was named manager of the department and in
1968 was appointed a director when the depart­
ment achieved division status. Mr. Simonetti was 
instrumental in launching The Tax Adviser, of 
which he is executive editor, and has been editor 
of the tax column in The Journal of Accountancy 
since 1968. He has long been a staff aide to the 
CPA members of the National Conference of 
Lawyers and CPAs and is treasurer of the 
National Center for Automated Information 
Retrieval, which was established last year by the 
National Conference to develop a federal tax 
retrieval system (The CPA, June72, p.8).
Notice of Eighty-Fifth Annual Meeting 
American Institute of Certified Public Accountants 
October 4, 1972
To the Members of the
American Institute of Certified Public Accountants
In accordance with the provisions of Article V, Section 5.1.3., 
of the bylaws of the American Institute of Certified Public 
Accountants, I hereby give notice that the regular annual 
meeting of the Institute will be held in the Denver Conven­
tion Complex Theatre, Denver, Colorado, beginning at 9:00 
AM , on Wednesday, October 4, 1972.
The Rules of Conduct of the proposed restated Code of Pro­
fessional Ethics, as approved by Council, were printed in the 
June issue of The CPA. After the proposal has been discussed 
at the meeting, it will be sent to members for mail ballot with 
a summary of the arguments for and against.
John Lawler, Secretary 
New York, N.Y.
July 1 5 , 1972
5Automatic disciplinary provisions of bylaws are invoked against eight members
One Institute member has been suspended and 
seven expelled under automatic disciplinary pro­
visions of the bylaws. The provisions in question 
may be summarized as follows:
Section 7.3.1 of the bylaws provides that a 
member shall be suspended from the Institute 
without a hearing when he is shown to have 
been convicted of a crime defined as a felony 
by the convicting jurisdiction, and that his mem­
bership shall be terminated if  the conviction is 
based upon a plea of guilty or if the conviction 
becomes final through denial of appeal or fail­
ure to take an appeal.
Section 7.3.2 of the bylaws provides that a 
member shall be suspended from the Institute 
without a hearing when his CPA certificate is 
shown to have been suspended as a disciplinary 
measure by the state board of accountancy, and 
that his membership shall be terminated with­
out a hearing should his CPA certificate be re­
voked as a disciplinary measure.
Resolutions of Council provide that a state­
ment reporting such suspension or termination 
shall be published in The CPA in a form ap­
proved by the chairman of the Trial Board and 
shall disclose the name of the member concerned, 
unless the chairman decides that the name be 
omitted.
The following actions have been taken under 
these sections for the reasons indicated below: 
Suspension
• Harry Thomas Day, Baltimore, Maryland 
— suspension of CPA certificate by the Mary­
land State Board of Public Accountancy for one 
year until January 31, 1973.
Termination
• Irving Braver, New York, New York— con­
victed of having given things of value to an IRS 
official for or because of official acts performed 
and to be performed with respect to income tax 
audits, in violation of Title 18, United States 
Code, Section 201. (Suspension reported in Sep­
tember 1971 CPA.)
• Morton I. Lehrer, New York, New York—  
convicted of having given things of value to an 
IRS agent for or because of official acts per­
formed and to be performed with respect to in­
come tax audits, in violation of Title 18, United 
States Code, Section 201. (Suspension reported 
in September 1971 CPA.)
• James R. Perry, Atlanta, Georgia— con­
victed on a plea of nolo contendere of having 
failed to timely file federal income tax returns 
for 1966 and 1967 in violation of Title 26, 
United States Code, Section 7203.
• Lester LeVine, Mercer Island, Washington 
— revocation of CPA certificate by the Washing­
ton State Board of Accountancy.
• George Van Hook, Jr., Matawan, New Jer­
sey— revocation of CPA certificate by the New 
Jersey Board of Certified Public Accountants.
• Francis J. Cerny, Clifton, New Jersey— re­
vocation of CPA certificate by the New Jersey 
Board of Certified Public Accountants.
• Milton M. Raffer, Teaneck, New Jersey—  
conviction of mail fraud and violations of the 
federal Securities Acts.
Reinstatement
The suspension of Charles R. Harary, Brook­
lyn, New York, was reported in the March 
1972 CPA, with an indication that his conviction 
was on appeal. Mr. Harary was successful in the 
appeal of his conviction and has been reinstated 
as a member of the Institute.
CPAs' public service activities are 
highlighted in the national press
Two news features dealing with CPA 
public service activities have been pub­
lished by hundreds of newspapers, in­
cluding major dailies, throughout the 
country. The stories were prepared by 
the Institute's public relations office.
One, carrying advice on income tax de­
ductions for casualty losses caused by 
tropical storm Agnes, was distributed 
first via state societies in areas hit by the 
storm. Later it received wider distribu­
tion through release to the news wire 
services.
The second article, describing CPA par­
ticipation in an advisory service for win­
ners of the Massachusetts lottery, was 
picked up by two syndicates and ap­
peared in papers from coast to coast.
6AICPA professional development program for fall 1972
Following are the AICPA professional devel­
opment programs that have been scheduled for 
September to the end of October. Further infor­
mation may be obtained from the Institute’s PD 
division or from the state societies sponsoring the 
programs. The asterisks refer to Institute-spon­
sored programs; inquiries about these should be 
made directly to the AICPA’s PD division.
A fall-winter supplement to the 1972 PD cata­
logue will be mailed to members next month.
AUDITING EDP SYSTEMS 
September 25-26 
October 18-19
AUDITS OF SAVINGS 
AND LOAN ASSOCIATIONS
October 19-20 
October 24-25 
October 26-27
$185 
Chicago, Ill. 
Southfield, Mich.
BANK AUDITING  
September 11-12 
September 12-13 
October 12-13 
October 16-17 
October 19-20 
October 30-31
COBOL PROGRAMMING  
ACCOUNTANTS
September 25-27
$160
Atlanta, Ga. 
San Francisco, Calif. 
Los Angeles, Calif.
$160
Ann Arbor, Mich. 
Norfolk, Va. 
Dallas, Tex. 
New York, N.Y. 
Kansas City, Mo. 
Pittsburgh, Pa.
FOR
CONTROL OF EDP SYSTEMS 
September 14-15 
October 16-17
$200
Lexington, Mass.
$185
Milwaukee, Wis. 
Southfield, Mich.
Membership cards— by request only
The Institute will send a membership card 
to any member who requests one in writ­
ing. Otherwise, cards are not supplied. 
The 2" x 4" blue cards carry the seal of 
the AICPA and state that the bearer is 
a member in good standing for the fiscal 
year September 1, 1972— August 31,
1973.
EVERYDAY TAX RESEARCH  
September 26 New York, N.Y. ($85)
FILINGS WITH THE SEC 
September 21 -22
FRAUD AND THE AUDITOR’S 
RESPONSIBILITY
September 7-8 
September 28-29 
September 28-29
GOING PUBLIC 
September 11 
September 25 
October 30
HOW  TO DEVELOP AND 
M ANAGE A PROFITABLE
September 14-15 
September 28-29 
October 5-6 
October 9-10
* October 26-27
$160 
Denver, Colo.
$160 
Greensboro, N.C. 
Indianapolis, Ind. 
New Orleans, La.
$75
Columbus, Ohio 
Philadelphia, Pa. 
New York, N.Y.
PRACTICE $160 
Philadelphia, Pa. 
Denver, Colo. 
Seattle, Wash. 
Kansas City, Mo. 
Washington, D.C.
LOCAL GOVERNMENT 
AND AUDITING
September 14-15 
September 25-26 
September 28-29 
October 26-27
ACCOUNTING
$160
Louisville, Ky. 
Montgomery, Ala. 
Allentown, Pa. 
Madison, Wis.
M ANAGEMENT FOR RESULTS
* September 10-15 
September 24-29 
October 15-20
M EDICARE W ORKSHOP  
September 11 
October 4 
October 20
$400 
Portsmouth, N.H. 
Milwaukee, Wis. 
Hershey, Pa.
$55
Nashville, Tenn. 
Chicago, Ill. 
Denver, Colo.
PROBLEMS OF AUDITING AND
ADVISING CLIENTS CONTRACTING
WITH THE FEDERAL GOVERNMENT $160
October 23-24 Nashville, Tenn.
STAFF TRAINING PROGRAM  
GENERAL TRAINING
September 17-29 
October 8-20 
October 15-27
LEVEL I—
$325
Columbia, Mo. 
Oklahoma City, Okla. 
Pittsburgh, Pa.
Accounting Education Fund 
For Disadvantaged Students
A Special Message from the 
President of the American Institute
The Institute’s program to help integrate the accounting profession "in 
fact as well as in ideal” is now three years old. Much has been accomplished.
The number of black staff accountants in a significant sample of national 
and regional firms increased from 197 in 1969 to 478 in 1971. The number 
of Spanish-surnamed staff accountants increased from 216 to 360. During 
the same period, students majoring in accounting increased significantly in 
the traditionally black colleges and universities. The Accounting Education 
Fund for Disadvantaged Students helped both of those achievements im­
measurably. Most of the Fund is being used for undergraduate scholarships 
for needy and high-potential minority accounting students.
Seventy-seven scholarships were outstanding during this past spring — 
52 awarded by colleges and universities which were given grants for that 
purpose. Those grants enabled accounting departments to attract highly 
talented students. The fact that many of those students would be unable to 
go to college without our help, demonstrates the importance of these scholar­
ships in overcoming the effects of poverty, as part of any realistic program 
for integrating our profession. Twenty-five scholarships were awarded 
directly by the committee on minority recruitment and equal opportunity to 
students at sixteen different colleges scattered across the United States. The 
students were selected on the basis of need and academic qualifications.
A small percentage of the Fund  has been spent for other educational 
services. A visiting professorship was established for one semester, as a pilot 
project, at Florida A&M. Faculty Summer Seminars for some black schools 
with accounting departments were held this summer and last summer. This 
summer’s Seminar was co-sponsored by the Institute and the Virginia State 
Society of CPAs. The committee has also initiated a number of activities that 
rely mainly on the volunteer work of committee members, other CPAs, and 
Institute staff. These activities include a summer internship program for 
minority students with at least twelve hours of accounting, assistance with 
faculty placement, conducting pertinent surveys, helping to arrange faculty 
internships in public accounting, and a variety of public relations-type 
activities.
The total effort has won the approbation of a number of institutions and 
groups outside the profession. Sixteen corporations have contributed to the 
Accounting Education Fund for Disadvantaged Students. One of these, 
RCA, made the major commitment of establishing the RCA Professorship 
in Accounting at Dillard University in New Orleans.
Representatives of other professions have drawn upon the experience of 
the Institute. Representatives of government agencies have praised the ef­
continued. . .
ACCOUNTING EDUCATION FUND FOR DISADVANTAGED STUDENTS
fort as an appropriate "affirmative action program” in behalf of a whole 
profession.
But while much has been accomplished, more remains to be done.
The nature of our task requires that work to integrate the profession 
should go on for many years. The Institute will need a continuing flow of 
contributions to do the work effectively. I recognize that many firms already 
gave financial aid to help students from minority groups. However, this is 
an appeal to support, or to support again, this coordinated effort by the 
Institute. In making your contribution, you will be supporting the posture 
of your profession as a whole, as it helps to solve a nationwide problem.
The committee for minority recruitment and equal opportunity is making 
plans for the years ahead. So you are asked to make a tax deductible con­
tribution for the whole three years —  or, for one year now, with pledges 
for August 1973 and August 1974. The contribution form which appears 
below provides for these alternative ways of contributing. The number of 
CPAs who make a contribution is testimony to our profession’s commitment. 
Let’s make our profession a leader in helping to resolve one of our most 
urgent national problems.
W a l t e r  J. O lip h a n t ,  President 
American Institute of Certified Public Accountants
C O N TRIBU TIO N  FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW  YORK, N. Y . 10019
Gentlemen: I am enclosing a check for $___________________________ as
my contribution to the A c c o u n t i n g  E d u c a t io n  F u n d  f o r  D isad v an ­
ta g e d  S tu d e n ts . My check is payable to A IC PA  Foundation—A EFD S and
I understand that I will receive a receipt to indicate that I have made this 
contribution (which is tax deductible).
MEMBER’S NAME______________________________________________________________________
FIRM_______________________________________ _ ___________________________________________
( if part of mailing address)
ADDRESS_______________________________________________________________________________
CITY___________________________________ STATE_______________________ ZIP_____________
*PLEASE CHECK ...
| | This is my contribution for the three-year program.
| | This is my contribution for the first year. I will match this contribution 
in August 1973 and in August 1974. Please bill me at that time.
Please make your check payable to AICPA Foundation—AEFDS.
Two new publications dealing with specialized 
aspects of auditing and financial reporting
Industry Audit Guide Series —
Hospital Audit Guide
This new audit guide provides essential background information and 
reliable guidelines for auditing the financial statements of hospitals.
The guide discusses a number of pertinent accounting and reporting 
questions, particularly as they relate to distinctive characteristics of a hos­
pital’s operations. It then describes general auditing procedures as well as 
those required for auditing assets . . . liabilities, deferred revenue, and fund 
balances . . . and revenues and expenses. It also considers unusual problems 
which may be encountered in the course of hospital audits and provides 
illustrative financial statements and auditors’ reports. Paper bound. List 
price $2.75.
Discount Price to AICPA Members $2.20
Accounting Research Study No. 7 2 —
Reporting Foreign Operations 
of U.S. Companies in U.S. Dollars
BY LEO N ARD  LO REN SEN, CPA
CPAs and businessmen are becoming more and more aware of the need 
for new approaches and greater consistency in the translation of foreign 
money amounts into U. S. dollars for reporting purposes. This new study 
analyzes this important question and recommends a temporal principle of 
translation which the author feels will more accurately reflect the foreign 
operations of American companies.
After discussing the major problems inherent in translation, the author 
explains the temporal approach and shows how it compares with other 
translation methods currently used. He then describes and illustrates how 
the temporal principle of translation may be applied to specific items and 
questions in actual practice. Paper bound. List price $3.75.
Discount Price to AICPA Members $3.00
Please see reverse side for earlier studies available
D I S C O U N T  O RDER FORM / FOR A I C P A  M EM BERS O N L Y
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid, the new publications listed below, at the 
AICPA member discount prices shown. Payment is enclosed.
__Hospital Audit Guide (012402) $2.20
__ARS No. 12 —  Reporting Foreign Operations of
U. S. Companies in U. S. Dollars (009202) $3.00
Also send the following earlier studies and guides . . .
Accounting Research Studies
— No. 1: The Basic Postulates of Ac­
counting (008106) $2.20
— No. 2: “ Cash Flow” Analysis and 
the Funds Statement (008200) $3.00
— No. 3: A  Tentative Set of Broad A c­
counting Principles for Business En­
terprises (008303) $2.20
— No. 4: Reporting of Leases in Finan­
cial Statements (008407) $3.00
— No. 5: A Critical Study of Accounting 
for Business Combinations (008500) 
$3.00
— No. 6: Reporting the Financial Effects 
of Price-Level Changes (008604) 
$3.60
Industry Audit Guides
__ Medicare Audit Guide (012205)
$2.20
__ Audits of Banks (011128) $2.20
__ Audits of Personal Financial
Statements (013104) $2.20
__ Audits of Construction
Contractors (010604) $2.20
__ No. 7: Inventory of Generally Ac­
cepted Accounting Principles for Busi­
ness Enterprises
__ Paper (008712) $5.20
__ Cloth (008727) $6.40
__ No. 8: Accounting for the Cost of
Pension Plans (008801) $3.00
__ No. 9: Interperiod Allocation of Cor­
porate Income Taxes (008905) $3.00
__ No. 10: Accounting for Goodwill
(009005) $3.00
__ No. 11: Financial Reporting in the
Extractive Industries (009109) $3.00
__ Post binder for Accounting Research
Studies (008002) $3.60  
(3 needed for complete set)
__ Audits of Fire and Casualty
Insurance Companies (012101) 
$2.20
__ Audits of Employee Health and
W elfare Benefit Funds (012309) 
$2.20
__ Post binder for Industry Audit
Guides (011005) $3.60
MEMBER'S NAME______________________________________________________________________
FIRM___________________________________________________________________________________
(if part of mailing address)
ADDRESS_______________________________________________________________________________
CITY____________________________________ STATE______________________ ZIP_____________
N ote: Accounting Research Studies are available to ARA members at a 
40 percent discount off list prices.
Please add 7 percent sales tax in New York City. Elsewhere in New 
York State, add 4 percent state tax plus local tax if applicable.
10103
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STAFF TRAINING PROGRAM— LEVEL II—  
GENERAL TRAINING $275
September 24-29 Pomona, Calif.
September 24-29 Springfield, Mo.
October 15-20 Stone Mt., Ga.
STAFF TRAINING PROGRAM— LEVEL III—  
ACCOUNTING AND AUDITING $275
September 10-15 Philadelphia, Pa.
* September 24-29 Jackson, Miss.
STAFF TRAINING PROGRAM— LEVEL IV—  
ACCOUNTING AND AUDITING $275
September 17-22 Atlanta, Ga.
October 22-27 Tampa, Fla.
October 29-November 3 East Lansing, Mich.
STAFF TRAINING PROGRAM— LEVEL III—  
TAXATION $275
October 1-6 Philadelphia, Pa.
October 8-13 Pomona, Calif.
October 15-20 Cleveland, Ohio
STAFF TRAINING PROGRAM— LEVEL IV—  
TAXATION $275
September 24-29 Toledo, Ohio
September 24-29 Pittsburgh, Pa.
October 15-20 Los Angeles, Calif.
October 22-27 Tampa, Fla.
October 29-November 3 Philadelphia, Pa.
STAFF TRAINING PROGRAM— LEVEL III—
AN INTRODUCTION TO MAS $275
* September 10-15 New York, N.Y. 
October 22-27 Palo Alto, Calif.
SYSTEMS WORKSHOP FOR 
ACCOUNTANTS
October 30-31
TAX LECTURE SERIES 
October 13
$160
Hartford, Conn.
$50
Chicago, Ill.
TAX PLANNING , TIME-SHARING
AND YOU  
September 20 
October 5 
October 13 
October 19
WHAT THE DEVIL CAN WE 
DO ABOUT EDP?
September 12 
September 13
* October 18
* October 19
$55
Cincinnati, Ohio 
Denver, Colo. 
Cambridge, Mass. 
Los Angeles, Calif.
$25
St. Louis, Mo. 
Denver, Colo. 
Boston, Mass. 
Washington, D.C.
Mel Torme to sing at 
annual meeting dinner show
Singer Mel Torme, comedian Irwin C. 
Watson and the Howard Lanin Orchestra 
will provide entertainment for those at­
tending the Tuesday evening dinner 
show at the Institute’s 85th annual meet­
ing in Denver, Colorado, on October 
1-4. The 9:30 show will be preceded by 
a reception at 6:30 and dinner at 8 and 
followed by dancing till midnight. All 
events will take place at the Denver Con­
vention Complex.
A program of the meeting's highlights 
was mailed to all members in June. 
Readers desiring further information 
should write to the meetings department 
at the Institute offices in New York.
WORKSHOP ON CORPORATE 
INCOM E TAX RETURNS
September 6-7 
September 11-12 
September 14-15 
September 21 -22 
October 6-7  
October 12-13 
October 12-13 
October 19-20 
October 19-20 
October 19-20 
October 26-27
$90
Hartford, Conn. 
San Francisco, Calif. 
Los Angeles, Calif. 
Chicago, Ill. 
Cleveland, Ohio 
New Orleans, La. 
Seattle, Wash. 
Newark, N.J. 
Las Vegas, Nev. 
Milwaukee, Wis. 
Arlington, Va.
W ORKSHOP ON INDIVIDUAL 
INCOM E TAX RETURNS
October 26-27  
October 30-31 
October 30-31
$90
Louisville, Ky. 
Tulsa, Okla. 
Nashville, Tenn.
W ORKSHOP ON STATISTICAL 
SAMPLING IN AUDITING
September 11-12 
September 15-16 
October 13-14 
October 26-27
$90
Norfolk, Va. 
Chicago, Ill. 
Smithfield, R.l. 
Minneapolis, Minn.
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AICPA computer conference is 
stated for New York in May 1973
The Ninth Annual AICPA Conference on 
Computers and Information Systems Has 
been scheduled for May 21-23, 1973, 
at the Waldorf-Astoria Hotel in New 
York City. The meeting is intended as a 
“state-of-the-art” updating for CPAs 
who are presently involved in EDP or who 
are considering such involvement. Future 
CPAs will contain program details.
This year's conference drew nearly 275 
participants to Dallas in late May. For 
further details, see the July News Report 
section of The Journal of Accountancy. 
Early issues of Management Adviser will 
also carry a full report of the conference.
Institute publishes SAP No. 51 and 
exposes a draft Statement on consistency
This summer the Institute’s committee on au­
diting procedure published one Statement on 
Auditing Procedure— No. 51, "Long-Term In­
vestments”— and exposed for comment a pro­
posed Statement on consistency.
SAP No. 51 provides guidance in applying 
generally accepted auditing standards to exam­
inations of the financial statements of compa­
nies with long-term investments that are either 
accounted for under the cost method or under 
the equity method. The Statement, which super­
sedes SAP No. 34, deals primarily with eviden­
tial matter that should be examined by the 
auditor in corroboration of ( 1) the amounts at 
which long-term investments are stated in the 
investor’s financial statements, (2 )  the amounts 
reported as the investor’s share of earnings or 
losses and other transactions of the investee and
(3 )  related disclosures. The full text will appear 
in the September Journal of Accountancy.
T he proposed SAP, titled "R ep orting on 
Consistency,” would identify those accounting 
changes defined in APB Opinion No. 20 ("A c­
counting Changes”) that involve the second 
standard of reporting (the consistency standard) 
and would furnish guidance to the auditor 
in applying this standard. The exposure draft 
would supersede Chapter 8 of SAP No. 33 and 
all of SAP No. 44.
Ethics committee answers members query
Q . Would a CPA firm be considered in­
dependent in connection with its audit of the 
financial statements of certain partnerships 
which own individual pieces of real estate 
rental properties under the following circum­
stances:
A partner with a 35 per cent interest in the 
accounting firm has an immaterial financial in­
terest in a limited partnership which in turn 
holds a 90 per cent limited interest in the real 
estate properties described above.
The partner will participate in the manage­
ment of the limited partnership but will have 
no voice in the management of the partnerships 
which the firm has been asked to audit.
Certain of the real estate rental properties 
will be managed by another entity, which is 
50 per cent owned by the partner. The scope of 
this management would be limited to the per­
formance of administrative functions.
A . The committee thought that the firm 
would not be considered independent under the 
circumstances described above, inasmuch as 
Rule 1.01 of the Code of Professional Ethics 
prohibits a direct financial interest in a client 
or joint business ventures with its personnel. 
The committee’s ruling was based on the combi­
nation of significant financial interests and close 
association with various aspects of this venture.
In his welcoming address to representatives of ac­
counting departments in traditionally black schools 
who attended the 1972 Faculty Summer Seminar 
(some of whom are shown above), Institute President 
Walter J. Oliphant called accounting ‘‘a weapon 
against poverty,” adding that the profession is striv­
ing to ‘‘put this weapon in the hands of those who 
need it most.” The seminar, cosponsored by the Vir­
ginia Society of CPAs and the AICPA, was held June 
4-9 in Arlington, Va.
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Federal court voids Institute's competitive bidding rule
A federal court has declared the Institute’s 
competitive bidding rule null and void and or­
dered the Institute not to prohibit members from 
submitting price quotations to persons seeking 
accounting services. The court’s order, dated July
6, 1972, terminated a suit filed five weeks earlier 
by the United States Justice Department against 
the Institute. The full text of the final judgment 
appears on pages 14—15.
The final judgment in this case is similar to 
those previously obtained by the Justice Depart­
ment in separate proceedings under the federal 
antitrust laws against two other professional or­
ganizations: the American Institute of Architects 
and the American Society of Civil Engineers.
The Institute’s Board of Directors, while not 
conceding the validity of the Justice Depart­
ment’s complaint, authorized consent to the 
entry of the final judgment for essentially the fol­
lowing reasons:
• The Institute’s rule against competitive bid­
ding, which has been a part of its Code of Ethics 
since 1961, has never been enforced in an Insti­
tute disciplinary proceeding, in part because In­
stitute legal counsel had advised that it was 
likely that in the event of litigation the competi­
tive bidding rule would be found to violate the 
federal antitrust laws.
• The continued existence of the legally ques­
tionable rule against competitive bidding could 
compromise the defense of other provisions in 
the Institute’s Code of Ethics in the event of legal 
attack.
• The relief ordered in the consent decree was 
narrower than the relief which might have re­
sulted from litigation of the allegations in the 
Justice Department’s complaint.
Counsel had given the Institute similar advice 
shortly after the competitive bidding rule had 
been adopted. After obtaining confirmation of 
this advice from a second law firm in 1965, the 
Institute’s executive committee and Council pro­
posed to the members in 1966 that the rule 
against competitive bidding be repealed. In the 
subsequent mail ballot a substantial majority of 
the members voting approved repeal of the rule, 
but the vote fell short of the two-thirds required 
under the Institute’s bylaws.
In the spring of 1967 the Justice Department 
commenced a preliminary investigation of the
Institute’s rule against competitive bidding. Af­
ter consultation with counsel at the 1967 spring 
Council meeting, the executive committee de­
cided to append a footnote to the competitive 
bidding rule announcing that because of its 
doubtful legal status the rule would not be en­
forced. On the basis of this action, the Justice 
Department terminated its preliminary investi­
gation.
Beginning in 1968 the Institute’s Code revi­
sion committee considered several drafts of a 
restated Code of Ethics, proposing in each re­
statement a Code without a competitive bidding 
rule— in conformity with the policy set out in 
the aforementioned footnote.
In 1971 the Justice Department served civil 
investigative demands on the AICPA, the Amer­
ican Institute of Architects and the American 
Society of Civil Engineers concerning the com­
petitive bidding rules of each organization. Each 
of them gave the Department access to its files 
with respect to material relating to competitive 
bidding and similar rules. Subsequently, the De­
partment advised all three organizations that it 
would file civil antitrust suits against them in 
respect of their competitive bidding rules, but 
offered them the opportunity to attempt to nego­
tiate consent judgments. Such negotiated judg­
ments typically provide the Department with re­
lief more limited than that requested in the com­
plaint initiating the lawsuit and more limited 
than the relief which might result from litigation.
Under instructions from the Institute’s Board 
of Directors, the Institute’s legal counsel nego­
tiated the final judgment with the Justice De­
partment. In presenting it to the Institute’s Board 
of Directors for consideration at a special meet­
ing on May 26, 1972, legal counsel advised that, 
although the possibility could not be excluded 
that the Institute’s rule could be successfully de­
fended on the ground of a complete or partial 
exemption of the professions from the antitrust 
laws, the far more likely result of litigation 
would be a declaration that the rule is invalid. 
They also stated that as a result of litigation a 
court might well impose restrictions on Institute 
rules or policies which could be substantially 
more severe than those which the Department 
was prepared to accept in a consent decree. Legal 
counsel also said that other provisions of the
Code of Ethics could be better defended against 
legal attack in the absence of a rule directed at 
price competition.
On the basis of this advice, the Board of Direc­
tors decided that it was in the interest of the 
Institute’s members to accept the negotiated 
decree.
The Board of Directors had been apprised of 
the fact that the state boards of accountancy are 
not parties to the suit brought by the Justice De­
partment against the Institute and that state laws 
and regulations have a different legal status in 
relation to the antitrust laws from that of rules 
or policies of private associations.
As a result of the final judgment, the submis­
sion of price quotations for accounting services 
to persons seeking such services is not contrary 
to any bylaw, rule or policy statement of the In­
stitute. Members should understand that any at­
tempt to use the Institute as a means of prevent­
ing or deterring submission of price quotations 
to persons seeking accounting services cannot be
effective and can only create the danger that such 
conduct would be characterized as a violation by 
the Institute of the terms of the judgment.
On the other hand, the final judgment does 
not preclude the Institute or its members from 
seeking changes in applicable law, nor does it 
preclude seeking the enforcement of applicable 
state law or regulations. Moreover, it does not 
prohibit the Institute or its members from ad­
vancing the view that the procurement of ac­
counting services properly involves considera­
tions in addition to fees. For example, the final 
judgment does not prohibit the Institute or its 
members from seeking to change federal, state 
and local laws, regulations and policies relating 
to the procurement of accounting services with 
the purpose of reducing or eliminating the com­
petitive bidding aspects of such procurement. 
Also, the final judgment does not preclude the 
Institute or its members from seeking the enact­
ment or enforcement of laws or regulations pro­
hibiting competitive bidding by CPAs.
Final Judgment of United States District Court
UNITED STATES DISTRICT COURT 
FOR THE 
DISTRICT OF COLUMBIA
UNITED STATES OF AMERICA,
Plaintiff,
v.
AMERICAN INSTITUTE OF CERTIFIED 
PUBLIC ACCOUNTANTS, INC., 
Defendant.
Civil No. 1091-72 
Filed: July 6 ,  1972
FINAL JUDGMENT
Plaintiff, the United States of America, having filed 
its complaint herein on June 1, 1972, the defendant 
having filed its answer and plaintiff and defendant, by 
their respective attorneys, having each consented to the 
entry of this Final Judgment without trial or adjudica­
tion of any issue of fact or law herein and without this 
Final Judgment constituting evidence or admission by 
any party with respect to any issue of fact or law 
herein:
NOW, THEREFORE, before the taking of any testi­
mony and without trial or adjudication of any issue of 
fact or law herein, and upon the consent of the parties 
hereto, it is hereby
ORDERED, ADJUDGED AND DECREED as 
follows:
I
This Court has jurisdiction of the subject matter of 
this action and of the parties hereto. The complaint 
states a claim upon which relief may be granted against 
the defendant under Section 1 of the Act of Congress 
of July 2, 1890, as amended (15 U.S.C. § 1 ) , com­
monly known as the Sherman Act.
II
The provisions of this Final Judgment shall apply to 
the defendant, to the defendant’s officers, directors, 
agents, employees, successors and assigns, and to all 
other persons in active concert or participation with 
any of them who receive notice of this Final Judgment 
by personal service or otherwise.
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The defendant is enjoined and restrained from 
adopting any plan, program or course of action which 
prohibits members of the defendant from submitting 
price quotations for accounting services to any person 
seeking accounting services.
I V
Rule 3.03 of the Code of Professional Ethics of the 
defendant which provides: "A member or associate 
shall not make a competitive bid for a professional en­
gagement. Competitive bidding for public accounting 
services is not in the public interest, is a form of solici­
tation, and is unprofessional.” is hereby declared null 
and void, and the defendant is ordered and directed, 
within 60 days from the entry of this Final Judgment, 
to delete the foregoing provision from its Code of Pro­
fessional Ethics, and also to delete from its Code of 
Professional Ethics, rules, bylaws, resolutions, and any 
other policy statements any other provision which pro­
hibits or limits the submission of price quotations for 
accounting services by members of the defendant to 
any person seeking accounting services or which states 
or implies that such submission of price quotations for 
accounting services is unethical, unprofessional, or con­
trary to any policy of the defendant.
V
The defendant is enjoined and restrained from 
adopting or disseminating, in any of its publications or 
otherwise, any Code of Ethics, rule, bylaw, resolution 
or policy statement which prohibits or limits the sub­
mission of price quotations for accounting services by 
members of the defendant to persons seeking account­
ing services or which states or implies that such sub­
mission of price quotations for accounting services is 
unethical, unprofessional, or contrary to any policy of 
the defendant.
VI
The defendant is ordered and directed, within 60 
days from the entry of this Final Judgment, to send a 
copy of this Final Judgment to each state society and 
each State Board of Accountancy in the United States 
and territories thereof, and to cause the publication of 
this Final Judgment in The CPA and send a copy there­
of to each member of the defendant. The defendant is 
further ordered and directed, for a period of five years 
following the date of entry of this decree, to send a copy 
of this Final Judgment to each new member and to 
state in any publication of its Code of Ethics that the 
submisson of price quotations for accounting services 
to persons seeking such services is not considered an 
unethical practice. The text of such statement shall be 
first approved by plaintiff, or, failing such approval, by 
the Court.
III VII
Defendant is ordered to file with the Plaintiff on the 
anniversary date of the entry of this Final Judgment for 
a period of five years, a report setting forth the steps 
it has taken during the prior year to comply with the 
provisions of this Final Judgment.
VIII
For the purpose of securing compliance with this 
Final Judgment, and for no other purpose, duly author­
ized representatives of the Department of Justice shall 
upon written request of the Attorney General or the 
Assistant Attorney General in charge of the Antitrust 
Division upon reasonable notice to defendant made to 
its principal office be permitted, subject to any legally 
recognized privilege:
(A ) access during the office hours of said defend­
ant to all books, ledgers, accounts, correspond­
ence, memoranda, and other records and docu­
ments in the possession or control of defendant 
relating to any of the matters contained in this 
Final Judgment; and
(B) subject to the reasonable convenience of de­
fendant and without restraint or interference 
from it, to interview the officers and employees 
of defendant who may have counsel present, re­
garding any such matters.
For the purpose of securing compliance with this 
Final Judgment, defendant upon the written request of 
the Attorney General or the Assistant Attorney Gen­
eral in charge of the Antitrust Division, shall submit 
such written reports relating to any of the matters con­
tained in this Final Judgment as may from time to time 
be requested. No information obtained by the means 
provided in this Section shall be divulged by any rep­
resentative of the Department of Justice to any person 
other than a duly authorized representative of the Ex­
ecutive Branch of the plaintiff except in the course of 
legal proceedings to which the United States is a party 
for the purpose of securing compliance with this Final 
Judgment, or as otherwise required by law.
IX
Jurisdiction is retained for the purpose of enabling 
any of the parties to this Final Judgment to apply to 
this Court at any time for such further orders and di­
rections as may be necessary or appropriate for the con­
struction or carrying out of this Final Judgment, or the 
modification or termination of any of the provisions 
thereof or for the enforcement of compliance therewith, 
and for the punishment of violations of any of the 
provisions contained herein.
/s/ John Lewis Smith, Jr.
United States District Judge
Date: July 6, 1972
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Board Highlights ( from page 1)
It is expected that the certificate and bylaws will 
be exposed by the trustees for public comment 
along with the rules of procedure to be followed 
by the Standards Board.
Subsequent to the Board meeting, Mr. Kent 
was elected president of the Foundation. The 
other officers are: Mr. Murphy, vice president; 
Professor Edwards, secretary; and Mr. Pryor, 
treasurer.
In other actions the Board:
• Appointed Wallace E. Olson, executive 
partner of Alexander Grant & Company, Chi­
cago, Illinois, as the executive vice president of 
the AICPA. For further details, see page 3 and 
the August issue of The Journal of Accountancy.
• Authorized AICPA President-Elect LeRoy 
Layton to extend the terms of retiring members 
of the Accounting Principles Board until the 
Financial Accounting Standards Board becomes 
operational. In the event the new Standards 
Board is not ready to begin operations by Janu­
ary 1, 1973—the target date suggested by the 
special committee on implementation of the 
Wheat Report and the expiration date of the
terms of several APB members— the extension 
would permit the APB to continue in full force 
until the transition from the APB to the FASB 
has been made.
• Approved Michael A. Chetkovich, incom­
ing chairman of the international relations com­
mittee, as the AICPA’s representative to the In­
ternational Coordination Committee for the Ac­
countancy Profession. Mr. Chetkovich’s term 
with ICCAP will begin at the conclusion of the 
Tenth International Congress of Accountants to 
be held in Sydney, Australia, in October.
• Nominated Lawrence M. Walsh, of Penn­
sylvania, for election by Council at its fall meet­
ing as a directly elected member of Council to 
fill a vacancy created by the resignation of Philip 
G. Zink, Jr. Mr. Zink will become the state’s 
representative to Council.
• Approved a rescheduling of annual meet­
ing sites for the next few years. The revised 
schedule is as follows:
1973—Atlanta, Georgia
1974— Seattle, Washington
1975— San Antonio, Texas
1976— Philadelphia, Pennsylvania
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American Bankers Association president to address annual meeting
Allen P. Stults, president of the American Bankers Association, will be the 
Tuesday luncheon speaker at the Institute’s 85th annual meeting, to be held 
October 1-4 in Denver, Colorado. Mr. Stults is the chairman of the board of 
the American National Bank and Trust Company in Chicago. Also on the 
program is W illiam J. Casey, chairman of the Securities and Exchange Com­
mission, who will address members attending the luncheon on Monday.
Members are reminded that the annual business session— to be followed by 
the installation luncheon for new officers— will be held this year on Wednes­
day morning rather than on Monday.
Details of the technical sessions were reported in the April issue of The 
CPA (page 4 ) .
Philip L  Defliese to receive distinguished service award
Philip L. Defliese, managing partner of Lybrand, Ross Bros. & Montgomery, 
has been selected to receive the AICPA Gold Medal for Distinguished Serv­
ice to the Profession. The announcement was made by J. S. Seidman, chair­
man of the AICPA committee on awards, after the committee’s meeting in 
July.
Mr. Defliese, who is chairman of the Accounting Principles Board, is a 
member at large of the Council and formerly served on Council as an elected 
member from New York. He is a past chairman of the committees on audit­
ing procedure and specialized audits and has also served as a member of a 
number of other Institute committees.
A former accounting professor at Pace College, Mr. Defliese has written 
extensively on accounting and auditing subjects and is co-author of the eighth 
and ninth editions o f Montgomery’s Auditing.
The award, which is the profession’s highest honor, will be presented to 
Mr. Defliese at the AICPA’s annual meeting in Denver next month.
Council election returns are announced
The results of the third direct election of Council members required by the 
bylaws reveal that, of the 67,765 members eligible to vote this year, 24,464 
did so by the deadline, Thursday, August 1 7 ,  1972. Votes were cast in 24 states 
and the District of Columbia. No independent nominations were made this 
year; therefore the winners were those candidates selected by the AICPA com­
mittee on nominations from recommendations made by the states. The write- 
in votes cast for the 24 states and the District of Columbia totaled 823.
For a complete list of the newly elected members of Council, see page 9.
2from the Executive Vice President 
WALLACE E. OLSON
The CPA's opportunity to serve
During a special meeting of the Institute’s 
Board of Directors called to consider the rec­
ommendations of the W heat Study Group, the 
question was raised whether highly qualified 
members of the profession could be persuaded 
to leave their firms to serve on the new Financial 
Accounting Standards Board.
In the ensuing discussion, Frank W heat elo­
quently made the point that our profession 
needed to provide much greater encouragement 
to our members to devote portions of their ca­
reers to public-service employment on a full­
time basis. He noted that lawyers are far more 
willing to leave their firms to serve in govern­
ment and similar positions which often offer 
lesser financial awards than those available in 
private practice. Generally, however, those who 
have taken such a step have obtained greatly en­
hanced personal prestige. Upon leaving pub­
lic office, most lawyers are much sought after 
and their former firms are anxious for them to 
return at levels which recognize their attain­
ments in the public sector.
The number of CPAs who have followed this 
course is far too small. It may be that the fear 
of not keeping pace with the progress of con­
temporaries who stay behind and the possible 
loss o f retirement benefits are the major factors 
which cause most CPAs to refrain from ventur­
ing forth into public service. The record of 
those who have done so, however, belies the 
reality of such fears. One need only cite such 
recent success stories as that of James Needham 
to prove the point.
The establishment of sound accounting stand­
ards is a function of great importance to the 
future of our profession. The appointment of 
members to the new Financial Accounting 
Standards Board offers an outstanding oppor­
tunity for highly qualified CPAs to serve the 
entire financial community in a way that may
well transcend that of their present positions. 
This represents a good time and a good way 
for the best people in our profession to launch 
a new era by dedicating a portion of their ca­
reers to service outside their firms.
There is similar opportunity for service to 
the profession on the staff of the Institute. The  
collective wisdom and effort of all the Insti­
tute’s members is vital to finding answers to 
the many challenges which confront us. Equally 
important, however, is the continued mainte­
nance of a strong staff which is the instrument 
by which the activities of the members must 
be guided and coordinated. The need to re­
spond rapidly to emerging problems makes it 
imperative that greater reliance be placed on 
prompt action by a highly qualified staff.
Practice in the field is where the problems 
first become apparent and are identified. But 
when these problems are of overriding impor­
tance to the whole profession, the task of find­
ing solutions inevitably falls to the Institute. 
Matters such as the objectives of financial state­
ments, the growing demand for forecasts, the
An ethics reminder
Although Rule 3.01 of the AICPA Code 
of Professional Ethics has been in force 
for many years, the ethics division re­
ports that there have recently been sev­
eral infractions of the rule. The division, 
therefore, wishes to remind members 
that Rule 3.01 prohibits publication of 
announcements in newspapers and fur­
ther that Ethics Opinion No. 9 (4) states 
that the issuance of press releases con­
cerning the opening of offices, admission 
of new partners and firm mergers is pro­
hibited by Rule 3.01. Failure to observe 
this rule subjects a member to discipli­
nary action under Article VII, Section 
7.4.(. 1) of the bylaws.
Editor: Barbara J. Shildneck
Production Assistant: Marie Bareille
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3evolving suggestion that the attestation of finan­
cial statements be in the form of an overall judg­
ment as to fairness, the need for enhanced self­
regulation, the promulgation of standards in 
the tax and management advisory services areas 
of practice and the increasing urgency for estab­
lishing international auditing and accounting 
standards are all challenges which cannot be 
solved solely by individual effort of firms or prac­
titioners. Collective action, coordinated through 
the Institute’s full-time staff and officers, is vital 
to success.
Since an important part of the action is in 
the Institute, it seems obvious that a tour of duty 
on its staff could be highly beneficial to any 
aspiring member of the profession. It is hoped 
that CPA firms will increasingly look to service 
with the organization on a limited-term basis 
as an ideal training ground for future leaders 
of both the firms and the profession.
The Institute already has a gifted and dedi­
cated staff; but as I assume the position of its 
chief operating officer, I am naturally concerned 
about preserving— indeed, enhancing—  its effec­
tiveness. I view my role as that of finding a sat­
isfactory balance between administering the 
Institute’s operations, serving as a catalyst to 
bring divergent views and competitive forces 
into common agreement on goals and methods 
for their achievement, and providing leadership 
in assisting the profession to chart a sound course 
for the future. This is a large order. It can only 
be fulfilled by the existence of an able staff-— 
coupled with a high degree of mutual respect 
and support between members and staff.
It is with the hope that I can make a construc­
tive contribution to the profession’s progress 
that I have accepted the responsibilities as the 
new executive vice president. I am deeply hon­
ored by being entrusted with this important posi­
tion and pledge that I will do everything within 
my power to merit your confidence.
Charles E. Noyes 
Charles E. Noyes, 68, former director of pub­
lications of the AICPA and editor and publisher 
of The Journal o f Accountancy, died in Dover, 
New Hampshire, on August 2, 1972.
Mr. Noyes, who retired from the Institute in 
1969, had joined the AICPA staff in 1947 as 
director of public relations. He was named ed­
itor of The Journal in 1956 and publisher in 
1965.
A graduate of the University of Illinois in 
1923, Mr. Noyes received his M.A. degree from 
Brown University in 1931 following various 
editorial assignments in the United States and 
in Paris.
He was executive secretary to the first chair­
man of the New York City Housing Authority 
and, in 1938, became a staff writer for Editorial 
Research Reports in Washington, D.C. During 
World W ar II, he was assistant director of in­
formation and director of the civilian surveys 
division of the W ar Production Board. Later he 
became an editor of the Congressional Quarterly.
Mr. Noyes was the author of Economic Free­
dom : A Democratic Program, which was pub­
lished by Harper & Brothers in 1943; in 1956, 
he was a candidate for mayor of Hastings-on-
Hudson, New York, where he lived prior to his 
retirement.
At the time of his death, he was executive 
director of the Strafford Regional Planning Com­
mission in New Hampshire.
4Ethics committee answers member's query on unaudited financial statements
Q . Unaudited interim reports issued by cli­
ents sometimes contain the auditor’s name 
listed on the cover or elsewhere along with the 
company’s officers, board of directors and legal 
counsel. Would this listing constitute an “as­
sociation” of a member’s name with financial 
statements as that term is used in Rule 2.03 of 
the Code of Professional Ethics?
A. Yes, such a listing would be considered 
an "association” of a member’s name with the 
accompanying financial statements as that term 
is used in Rule 2.03. Accordingly, in such cir­
cumstances, each financial statement in such a 
report should be marked "unaudited.”
The auditor should also be aware that para­
graph 4 of Statement on Auditing Procedure 
No. 38 states that a disclaimer of opinion 
should accompany unaudited financial state­
ments with which the CPA is associated. Ac­
cordingly, he may suggest to his client that 
wording such as the following be included in 
the interim report: "The financial information 
included in this interim report has been pre-
May CPA exam again  
sets new records
Continuing a trend of the last several 
years, the May 1972 Uniform CPA Ex­
amination set new highs for a May exam­
ination both in the number of candidates 
and in the number of papers written. 
There were 2 7 ,7 9 9  candidates taking 
the examination and 99,038 papers. 
The previous records, which were set by 
the May 1971 examination, totaled 25,­
023 candidates and 88,690 papers. 
The increase in candidates and papers 
is over 11 per cent of that of the previ­
ous year.
Honor roll states, those with passing per­
centages in all subjects at or greater 
than the national average, are: Arizona, 
California, Colorado, Connecticut, Illi­
nois, Iowa, Maryland, Massachusetts, 
Minnesota, Missouri, Montana, Ohio, 
Virginia, Wisconsin and Wyoming.
pared by management without audit by inde­
pendent public accountants who do not express 
an opinion thereon. Semiannual (annual) re­
ports will contain audited financial statements.” 
The member should have a clear understand­
ing with his client with respect to issuance of 
interim reports which display the name of the 
member’s firm along with unaudited financial 
statements, and he should not permit his name 
to be associated with the financial statements 
in a manner which might lead a reader to be­
lieve that the auditor is assuming some degree 
of responsibility for the unaudited statements.
-----------------Mark E. Richardson---------------- 
Mark E. Richardson, vice president of the 
AICPA in 1952-53 and a former member of 
Council and of the executive committee, died on 
August 22 in Summit, New Jersey. He was 68 
years old.
In 1953, Mr. Richardson received the Insti­
tute’s Gold Medal Award for Distinguished 
Service to the Profession "as statesman, writer 
and leader, especially in the field of taxation.” 
The 1953-54 co-chairman and long-time mem­
ber of the National Conference of Lawyers and 
CPAs, he chaired three Institute committees in 
the tax area— federal taxation, relations with 
the Bar and tax accounting practice— and was a 
member of several others. He was also chairman 
of the AICPA committee on state legislation.
Mr. Richardson, a 1922 graduate of Stephen 
Girard College in Philadelphia, joined the staff 
of Lybrand, Ross Bros. & Montgomery in that 
year and was made a partner in 1944. In 1963 
he was selected executive vice president of the 
New York Chamber of Commerce in New York 
City.
An active member of state CPA organizations 
in the District of Columbia, New Jersey, New 
York and Pennsylvania, Mr. Richardson was 
president of the New York State Society of 
CPAs in 1962-63.
For many years he was co-editor of Montgom­
erys Federal Taxes. He was also a member of 
several governmental advisory committees on 
taxation, including the advisory committee to 
the Commissioner of Internal Revenue.
An interprofessional symposium on what needs 
to be done to im prove the reporting process—
Corporate Financial 
Reporting: Ethical and 
Other Problems
EDITED BY JOHN C. BURTON, PH.D., CPA
W hat can be done to prevent less-than-good-faith reporting?
H ow  can instances o f unprofessional practice in the auditing and 
use o f financial information be minimized or eliminated?
Is the basic accounting m odel adequate for  describing business 
activities?
D oes the historical accounting approach present sufficient 
information for  investment decisions?
These questions are considered in depth by this new book in which 
leading CPAs, financial executives, bankers and financial analysts explore 
ethical and related problems in the reporting, auditing and analytical use 
of financial information.
The book is a comprehensive report on the Second Seaview Sympo­
sium which was held in November 1971 by the American Institute of 
Certified Public Accountants, Financial Analysts Federation, Financial Ex­
ecutives Institute and Robert Morris Associates. Expertly edited and or­
ganized, it includes all of the papers and critiques which were prepared in 
advance on the various subjects under consideration. It also presents the 
candid and stimulating discussions in which different participants expressed 
the attitudes, problems and needs of the various professional groups 
involved.
The book offers a wealth of suggestions and ideas that have impor­
tant practical implications for every preparer and user of financial reports. 
It deserves the careful attention of every member of the American Institute.
CLOTH BOUND $12 PER COPY
SEE REVERSE SIDE FOR LIST OF CONTENTS AND ORDER FORM
Corporate Financial Reporting: 
Ethical and Other Problems
INCLUDES VALUABLE DISCUSSIONS, PAPERS AND CRITIQUES 
SYMPOSIUM DISCUSSIONS
Responsibility for Reports . . . Fairness in Financial Reporting . . . Interim Re­
porting . . .  Forecasting . . .  Surveillance . . . Professionalism and Codification 
of Ethical Codes.
PAPERS AND CRITIQUES
The Role of Ethical Standards in Business.
The Changing Ethical Environment in Financial Reporting —  Ethical 
Standards in Financial Reporting: A Critical Review . . . The Accountant’s 
Changing Legal Environment . . .  Enforcement of Ethical Standards in Cor­
porate Financial Reporting. . .  The Public Image Problem.
Ethical Problems From the Viewpoint of the Auditor, Analyst, Financial 
Executive and Banker —  Ethical Problems of the Auditor in Fnancial Re­
porting . . . Ethical Issues for the Financial Analyst . . . Ethics of Corporate 
Reporting and the Corporate Financial Officer . . . Constructive Use of Finan­
cial Information by Commercial Bank Lending Officers.
Forecasting: Ethical and Other Problems —  Ethical and Other Problems in 
Published Financial Forecasts.
ETHICAL PROBLEMS ON CONTEXT
Case Studies —  A Montage of Financial Reporting Problems . . .  Peter Hamp­
den, CPA.
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid, a copy of Corporate Financial Reporting: Ethical 
and Other Problems (024912) at $12. Payment is enclosed.
m e m b e r ’s n a m e ____________________________ __________________________________________
FIRM_______ ____________________________________________________________________________
(if part of mailing address)
address.________________________________________________ __________ ____________________
CITY ________ _____________________STATE____________________________ ZIP________  ..
Note: Because this book has been sponsored jointly by the American Institute of 
CPAs, Financial Analysts Federation, Financial Executives Institute and Robert 
Morris Associates, its price has been set by mutual agreement of the organizations 
involved. The book is not subject to any further AICPA member discount.
(Please add 7 percent sales tax in New York City. Elsewhere in New
York State, add 4 percent state tax plus local tax if applicable.) 10107
Announcing an Updated Edition of the 
Paperback Guide to APB Pronouncements
A P B
Accounting Principles
UPDATED AS OF SEPTEMBER 1, 1972
A new paperback edition of the two-volume reference— APB Ac­
c o u n t i n g  P r in c ip le s  —  has just been released. Both volumes have been 
revised and expanded to incorporate all new APB Opinions and Account­
ing Interpretations issued as of September 1, 1972.
This reference offers you and your staff a convenient means of locat­
ing current principles as they apply to specific accounting situations. It 
should prove extremely useful to everyone who needs to understand and 
apply accounting principles in practice.
Volume One (Current T ext). Contents arranged by subject and fully in­
dexed. Covers all Opinions and Statements of the Accounting Principles 
Board, Accounting Interpretations and Accounting Research Bulletins still 
in effect. Changes have been recognized by amendments and deletions in 
the text.
Volume Two (Original Pronouncements). Contents arranged chrono­
logically. Includes Accounting Research Bulletins, Accounting Terminology 
Bulletins, APB Opinions and Statements and Accounting Interpretations 
— all in their original form.
NEW MATERIALS ADDED TO THE CURRENT EDITION
APB Opinion No. 22: Disclosure of Accounting Policies 
APB Opinion No. 23: Accounting for Income Taxes—Special Areas 
A PB Opinion No. 24: Accounting for Income Taxes—Investments 
in Common Stock Accounted for by the Equity Method ( Other Than 
Subsidiaries, and Corporate Joint Ventures)
Interpretation of A PB Opinion No. 11: Accounting for Income 
Taxes by Donald J. Bevis and Raymond E. Perry
All Accounting Interpretations that have appeared in The Journal 
of Accountancy since December 1971
DISCOUNT PRICE FOR THE TWO-VOLUME SET $8.00 
EACH VOLUME (IF ORDERED SEPARATELY) $5.50
PLEASE USE DISCOUNT ORDER FORM ON REVERSE SIDE
APB ACCOUNTING PRINCIPLES SEPTEMBER 1, 1972 EDITION
DISCOUNT ORDER FORM — FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N.Y. 10019
Gentlemen: Please send, postpaid, the new September 1, 1972 edition of 
A PB A cco u n tin g  P rin cip les at the AICPA member discount prices 
shown. Payment is enclosed.
_______ sets of the complete 2-volume edition (003051) at $8.00
_ _ _  copies of Volume 1: Current Text (003155) at $5.50 
_______copies of Volume 2: Original Pronouncements (003259) at $5.50
MEMBER’S NAME______________________________________________________________
FIRM__.__________ ________________
(if pan of mailing address)
ADDRESS._________________________________________
CITY______________________ STATE________ ___________ ZIP____________
(Please add 7 percent sales tax in New York City. Elsewhere in 
New York State add 4 percent state tax plus local tax if applicable.)
QUANTITY DISCOUNTS
10-49 copies 10 percent
50-99 copies 20 percent
100-199 copies 30 percent
1000 or over 40 percent
NOTICE TO TEACHERS
AICPA members who are teachers 
may order the paperback edition of 
APB Accounting Principles in any 
quantity —  for their own and stu­
dent use —  at a 40 percent discount 
off the prices shown.
N ote: Nonmembers may order APB Accounting Principles from Commerce Clear­
ing House Inc., 4025 W . Peterson Ave., Chicago, Illinois 60646.
10107
9A IC P A  Council election returns
Elected Council
State Member
Ala. Frank B. Hill, Jr.
Ariz. William G. Farrow* 
Elmer M. Thierman
Calif. Donald T. Burns 
Nat L. Eggert 
William J. Essary 
James E. Jensen 
Victor I. McCarty, Jr.
Conn. Winston C. McGann
D. C. Donald E. Balderson*
Ga. A. Martin Sterling
Ill. John A. Bernauer** 
Bert B. Weinstein 
Frank H. Whitney 
John W. Zick
Ind. Hubert F. Fowler
Iowa Warren E. Curtis
Kan. Ralph E. Reitz
Ky. Carl N. Kelley
La. W. Theron Roberts
Md. Louis J. Berman
Elected Council 
State Member
Mass. Donald R. Dupre 
William A. Schan 
Mich. Robert N. DenBraber 
Mo. C. Robert Meyer 
N.J. Norman Cogliati 
Robert D. Hunter 
Warren L. Ress 
N. Y. Bernard Barnett 
Arthur Bettauer 
Stephen Chan 
W. Douglas Sprague 
N. C. Charles H. VonRosenberg 
Ohio Oreson H. Christensen 
Pa. Samuel Horovitz 
Ralph E. Lee, Jr.
R. I. Armand D. DuRocher 
Tenn. F. Stewart McCorkle, Jr. 
Texas Miller Montag 
Frank T. Rea**
Stanley J. Scott 
Harry E. Ward*
Wash. E. William Parker
* One-year term 
**Two-year term
The first monograph in the AICPA's auditing research program is published
The first in a new series of Auditing Research 
Monographs was published by the Institute this 
month. ARM No. 1, The Auditor's Reporting 
Obligation: The Meaning and Implementation 
of the Fourth Standard of Reporting, was re­
searched and written by D. R. Carmichael, as­
sistant director of the Institute’s auditing and 
reporting division.
The monograph, which reflects the Institute’s 
commitment to engage in auditing research, is 
based on a research study to ascertain what cri­
teria are actually used by independent auditors
in deciding what type of audit opinion (quali­
fied, adverse, disclaimer or piecemeal) is 
appropriate. ARM No. 1 contains a detailed 
explanation of the reporting concepts and offers 
recommendations on changes in reporting guide­
lines that are based, in part, on these concepts.
The highlights of ARM No. 1 were published 
as an article in the September Journal of Ac­
countancy.
Readers wishing to obtain copies of the mono­
graph should write to the AICPA order depart­
ment. List price is $4 ($3.20 to members).
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AICPA professional development program for fall and winter
Following are the AICPA professional devel­
opment programs that have been scheduled for 
November to the end of February 1973. Further 
information may be obtained from the Insti­
tute’s PD division or from the state societies 
sponsoring the programs. The asterisks refer to 
Institute-sponsored programs; inquiries about 
these should be made directly to the AICPA’s 
PD division.
A fall-winter supplement to the 1972 PD cata­
logue has been mailed to members.
AUDITING EDP SYSTEMS 
December 7-8
AUDITS OF SAVINGS
AND LOAN ASSOCIATIONS 
November 1-2 
November 2-3 
November 13-14 
November 30-December 1 
January 4-5, 1973 
February 5-6, 1973
BANK AUDITING  
November 9-10
COBOL PROGRAMMING FOR
ACCOUNTANTS
* December 11-13
$185
Hartford, Conn.
$160
Pittsburgh, Pa. 
Chicago, III. 
Tampa, Fla. 
New York, N.Y. 
Philadelphia, Pa. 
New York, N.Y.
$160  
Atlanta, Ga.
$200 
Tampa, Fla.
COMPUTER SECURITY AND  
THE AUDITOR’S RESPONSIBILITY
November 6 
February 20, 1973
CONTROL OF EDP SYSTEMS 
November 9-10
$70
Pittsburgh, Pa. 
Portland, Ore.
$185
Lexington, Mass.
SEC advice from Andrew Barr 
available from Washington office
Members who would like advice or as­
sistance on SEC and related matters from 
Institute consultant Andrew Barr should 
write to him directly at the American In­
stitute of CPAs, 2000 K Street, N. W., 
Washington, D. C. 20006 instead of 
sending their inquiries to the New York 
office (The CPA, June72, p.3). Mr. Barr, 
will be out of the office from September 
27 to November 11.
EVERYDAY TAX RESEARCH 
November 30 Chicago, III. ($70)
January 16, 1973 New York, N.Y. ($60)
FILINGS WITH THE SEC 
November 9-10 
November 13-14 
December 4-5 
December 11-12
$160
Little Rock, Ark. 
New York, N.Y. 
Columbus, Ohio 
Pittsburgh, Pa.
H O W  TO DEVELOP AND  
MANAGE A PROFITABLE PRACTICE
November 17-18
INTERNATIONAL TAXATION  
LECTURE SERIES
November 13 
November 14 
December 7 
December 8
$160
Rochester, N.Y.
$75
New York, N.Y. 
Chicago, III. 
Houston, Tex. 
Los Angeles, Calif.
LOCAL GOVERNMENT ACCOUNTING
AND AUDITING $160
December 4-5 Houston, Tex.
M A N A G IN G  TODAY’S TAX PRACTICE
December 18 
January 3 , 1973 
January 6, 1973 
January 10, 1973
MEDICARE WORKSHOP  
November 10 
November 17
$65
Denver, Colo. 
Chicago, III. 
Dallas, Tex. 
Atlanta, Ga.
$55
New York, N.Y. 
Columbus, Ohio
PROBLEMS OF AUDITING AND
ADVISING CLIENTS CONTRACTING
WITH THE FEDERAL GOVERNMENT $160
November 2-3 Boston, Mass.
November 16-17 Atlanta, Ga.
November 30-December 1 Columbus, Ohio 
December 12-13 New York, N.Y.
December 28-29 Los Angeles, Calif.
January 11-12, 1973 Chicago, Ill.
STAFF TRAINING PROGRAM— LEVEL I—  
GENERAL TRAINING $325
November 10-11 —  and the following four 
weekends Baltimore, Md.
STAFF TRAINING PROGRAM— 
GENERAL TRAINING
December 10-15
 LEVEL II—
$2 75
Williamsburg, Va.
STAFF TRAINING PROGRAM— LEVEL III—  
ACCOUNTING AND AUDITING
December 10-15
$275
Williamsburg, Va.
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STAFF TRAINING PROGRAM— LEVEL IV—  
ACCOUNTING AND AUDITING
December 10-15
$2 75  
Williamsburg, Va.
STAFF TRAINING PROGRAM— LEVEL IV—  
TAXATION
December 10-15
M X  LECTURE SERIES 
November 20
* December 15
$2 75
Williamsburg, Va.
$50
Jackson, Miss. 
Washington, D.C.
TAX PLANNING , TIME-SHARING
AND YOU $55
November 28 Ann Arbor, Mich.
December 4 East Orange, N.J.
January 12, 1973 Miami, Fla.
WHAT THE DEVIL CAN WE  
DO ABOUT EDP?
November 2 
November 28 
November 29
* November 30 
December 14
$25
Philadelphia, Pa. 
New Orleans, La. 
Atlanta, Ga. 
Miami, Fla. 
New York, N.Y.
WORKSHOP O N  CORPORATE 
INCOME TAX RETURNS
November 9-10 
November 13-14 
November 16-17 
November 27-28 
November 30- 
December 1 
December 4-5 
December 7-8 
December 11-12 
January 8-9, 1973 
January 18-19, 1973
$90
Denver, Colo. 
Philadelphia, Pa. 
Des Moines, Iowa 
Miami Beach, Fla.
Kansas City, Mo. 
Oklahoma City, Okla. 
Atlanta, Ga. 
Detroit, Mich. 
Minneapolis, Minn. 
Baltimore, Md.
WORKSHOP O N  INDIVIDUAL 
INCOME TAX RETURNS
November 2-3 
November 8-9 
November 10-11 
November 13-14 
November 13-14 
November 16-17 
November 29-30 
December 1-2 
December 4-5 
December 6-7 
December 7-8 
December 7-8 
December 11-12 
December 11-12
$90
Newark, N.J. 
Columbus, Ohio 
Chicago, III. 
Chapel Hill, N.C. 
Reno, Nev. 
Portland, Ore. 
Miami, Fla. 
Philadelphia, Pa. 
Little Rock, Ark. 
Arlington, Va. 
Birmingham, Ala. 
St. Louis, Mo. 
San Francisco, Calif. 
Des Moines, Iowa
December 11-12 
December 14-15 
December 14-15 
December 28-29 
December 28-29 
January 4-5, 1973 
January 4-5, 1973 
January 11-12, 1973 
January 25-26, 1973 
January 29-30, 1973
Topeka, Kan. 
Los Angeles, Calif. 
Denver, Colo. 
Newton, Mass. 
Milwaukee, Wis. 
Seattle, Wash. 
Dallas, Tex. 
Atlanta, Ga. 
San Juan, P.R. 
Minneapolis, Minn.
WORKSHOP O N  STATISTICAL
SAMPLING IN AUDITING $90
November 2-3 San Francisco, Calif.
January 8-9, 1973 New York, N.Y.
AICPA offers hew PD program
The Institute has released a new professional 
development program for presentation this fall. 
Entitled "Problems of Auditing and Advising 
Clients Contracting With the Federal Govern­
ment,” it prepares auditors with little recent 
experience in government contracting both ( 1) 
to advise clients who have such contracts or who 
are seeking them and (2) to perform proper 
audit work for these clients. The course covers 
such topics as procurement methods, contract 
types, proposal preparation and evaluation, 
cost principles, estimating systems, contract ter­
minations, accounting methods for contracts, al­
lowability of costs, advance and progress pay­
ments, determining costs of sales, inventory val­
uation and receivables valuation. This offering 
includes reading materials, lectures and cases.
Confirmation forms now 
available on carbonless paper
The Institute has made an improvement 
in the paper used for two confirmation 
forms that have long been offered for 
sale to members. The Standard Bank 
Confirmation Inquiry and the Standard 
Confirmation Inquiry for Life Insurance 
Policies are now being printed on car­
bonless paper.
Each firm represented in the Institute 
will receive an announcement of the 
change later this month. Included in the 
mailing will be price schedules and sam­
ples of the forms.
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AICPA exposes draft statement on study and evaluation of internal control
Last month the Institute’s committee on audit­
ing procedure exposed for comment a proposed 
Statement on Auditing Procedure entitled "The 
Auditor’s Study and Evaluation of Internal 
Control.”
The draft, which would supersede Chapter 5 
of SAP No. 33, is intended to amplify and clar­
ify the application of the second standard of 
field work in the light of subsequent develop­
ments in business and in the profession.
The draft sets forth the following revised 
definition of internal accounting control:
". . . the plan of organization and the proce­
dures and records that are concerned with the 
safeguarding of assets and the reliability of fi­
nancial records and consequently are designed 
to provide reasonable assurance that:
"  (a ) Transactions are executed in accordance 
with management's general or specific authori­
zation.
" (b )  Transactions are recorded as necessary 
(1 )  to permit preparation of financial state­
ments in conformity with generally accepted ac­
counting principles or any other criteria appli­
t h e  C P A .  SEPTEMBER 1972
The CPA is the membership bulletin of the Ameri­
can Institute of Certified Public Accountants, inc. 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
cable to such statements and (2) to maintain ac­
countability for assets.
"  (c) Access to assets is permitted only in ac­
cordance with management’s authorization.
" (d )  The recorded accountability for assets 
is compared with the existing assets at reason­
able intervals and appropriate action is taken 
with respect to any differences.”
ARA meeting scheduled for Denver
The Accounting Research Association’s 
Board of Trustees will hold a joint Trus­
tees and annual meeting in the Denver 
Room of the Denver Hilton at 2:00 P.M. 
on Sunday, October 1 ,  1972. ARA mem­
bers in Denver to attend the Institute’s 
annual meeting are invited to attend the 
ARA meeting. On the agenda are elec­
tion of ARA officers by the Board, discus­
sion of ARA finances and other matters.
Second-class postage paid at New York, N. Y.
OCTOBER 1972
Financial Accounting Foundation and FASB documents available
An exposure draft of basic documents relating to the Financial Accounting 
Foundation and to the Financial Accounting Standards Board is now available 
from the Foundation at 666 Fifth Avenue, New York, N. Y . 10019. Those 
wishing to comment on these documents may do so in writing before Decem­
ber 15. Those wishing to give testimony at a public hearing in New York 
should submit to the Foundation either a position paper or an outline of their 
comments by November 20.
AICPA 85th annual meeting highlights
At the plenary session on the new developments in financial accounting, which 
was held at the beginning of the Institute’s 85th annual meeting in Denver’s 
Convention Complex on October 1-4, Robert M. Trueblood, chairman of the 
AICPA’s Accounting Objectives Study Group, and Ralph E. Kent, chairman 
of the Financial Accounting Foundation’s Board of Trustees, issued progress 
reports on the work of the two groups. Other featured speakers at the meet­
ing were SEC Chairman William J. Casey; American Bankers Association 
President Allen P. Stults, Illinois; Anthony J. Wiener, chairman of the Re­
search Management Council of the Hudson Institute, New York; and Harry 
Levinson, president of The Levinson Institute, Inc., Massachusetts.
Two other plenary sessions covered "New Developments in Financial Ac­
counting” and "Changing Concepts of Motivation in Industry,” and the simul­
taneous technical sessions were on "The Prospects for the Local Practitioner,” 
"New Frontiers in Auditing,” "The Realities of the Electronic Age” and "The 
Relationship Between Tax and Financial Accounting.”
The social program opened on Sunday, October 1, with a reception for the 
2,400 members and guests in attendance and ended on Tuesday evening with a 
reception and dinner dance followed by entertainment by Mel Torme, Irwin C. 
Watson and Mora Gray and dancing to the music of the Howard Lanin 
Orchestra. Details of the meeting will be published in the November issues of 
The Journal o f  Accountancy and The CPA.
Audit guide on auditing service center produced records is exposed
The AICPA committee on the effect of EDP systems on audit practice has ex­
posed for public comment its proposed audit guide entitled "Auditing Service 
Center Produced Records.” The two-fold objective of the guide is to tell the 
auditor how to effectively service his clients who use a service center to process 
financial information and to offer guidelines for determining the effect, if any, 
that service center processing may have on the scope of an audit.
Readers desiring copies of the guide should request them from Barry R. 
Chaiken at Institute headquarters. All comments must be received by No­
vember 15, 1972.
2Recent AICPA publications cover the CPA exam, politics, auditing and reporting
The Institute publications described below 
are now available to members. They may be 
obtained from the AICPA order department.
• Uniform CPA Examination Questions and 
Unofficial Answers— May 1972, a supplement 
to The Journal of Accountancy. This booklet, 
which has both a new design and a new size 
([8½"  x 11 "), presents the text of the CPA ex­
amination held May 10-12 and the unofficial 
answers and study references for the exam. Each 
copy is $.75. Members may arrange to receive 
these semiannual supplements on a subscription 
basis at $1.50 a year.
• “The Political Action Committee: A Guide 
for Professional Accountancy.” This brochure, 
prepared by the committee on state legislation, 
encourages CPAs to organize political action 
committees as a means of involving CPAs in po­
litical activity. The guide is free to members in 
limited quantities.
• Hospital Audit Guide. This Industry 
Audit Guide was prepared by the committee 
on health care institutions for the assistance of 
members who audit hospital financial state­
ments that present financial position, changes in 
financial position and results of operations. The 
list price is $2.75 ($2.20 to members). See the 
insert in the July-August CPA for the discount 
order form for members.
• Accounting Research Study No. 12, Report­
ing Foreign Operations of U.S. Companies in 
U.S. Dollars. This study, by Leonard Lorensen 
of the AICPA research staff, analyzes the in­
creasing need for new approaches and greater 
consistency in the translation of foreign money 
amounts into U.S. dollars for reporting pur­
poses. The author recommends a "temporal 
principle of translation” and compares it with 
other methods currently in use. List price is 
$3.75 ($3 to members). See the July-August 
CPA for discount order form.
• Selected Studies in Modern Accounting.
The 1972 edition of this annual collection brings 
together 15 articles selected from the past year’s 
Journal of Accountancy. Prepared primarily to 
introduce new readers to The Journal, the book 
is also available to present readers at $3 per 
copy ($2.40 to members).
• Corporate Financial Reporting: Ethical and 
Other Problems. This report includes the papers 
and proceedings of the second Seaview Sympo­
sium held in November 1971 by the AICPA, 
Financial Analysts Federation, Financial Execu­
tives Institute and Robert Morris Associates and 
is edited by SEC Chief Accountant John C. Bur­
ton. List price is $12. (Because of its joint spon­
sorship, the book is not subject to AICPA mem­
ber discount.) See the September CPA for order 
form.
• APB Accounting Principles. This two-vol­
ume paperback edition, published for the AICPA 
by Commerce Clearing House, Inc., includes the 
following new materials as of September 1 ,  1972: 
APB Opinion Nos. 22-24; all Accounting Inter­
pretations that have appeared in The Journal of 
Accountancy since December 1971; and an inter­
pretation of Opinion No. 11. For AICPA mem­
bers, the set is $8 and each volume is $5.50 if 
ordered separately. See the insert in last month’s 
CPA for the discount order form for members. 
Nonmembers should place their orders directly 
with CCH in Chicago.
For descriptions of other recent Institute pub­
lications— the latest revision of Study in Federal 
Taxation No. 3, Guide to Federal Tax Elections, 
edited by Joel M. Forster, director of the AICPA 
division of federal taxation; the 1973 looseleaf 
Supplement to Study No. 3 for persons who wish 
to update the edition published last fall; and 
Auditing Research Monograph No. 1, The Au­
ditor's Reporting Obligation, by D. R. Carmi­
chael, director of the AICPA technical research 
division ( The CPA, Sept.72, p .9)— see the insert 
on pages 5-8.
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New York, N. Y.
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3APB approves three draft Opinions for mail ballot
The Accounting Principles Board, at its Sep­
tember 13-15 meeting in New York City, ap­
proved for mail ballot by the Board the drafts of 
three APB Opinions. They are as follows:
• "Accounting for Stock Issued to Employ­
ees,” which would propose that the principles of 
Accounting Research Bulletin No. 43, Chapter 
13B, remain in effect for traditional stock option 
and stock purchase plans and that their applica­
tion be extended to other plans in which the num­
ber of shares and the purchase price are known at 
the date of grant or award. For plans in which 
either the number of shares or the purchase price 
depends on future events, compensation cost 
would be determined at the time when both the 
number of shares and the purchase price are 
known. It also proposes that compensation cost 
be measured by the difference between the 
quoted market price of the stock at the determi­
nation date and the price to be paid by an em­
ployee. This is a modification of ARB No. 43,
Chapter 13B. Income tax benefits in excess of the 
amount related to compensation expense would 
go to capital surplus.
• "Early Extinguishment of Debt,” which 
would regard all such extinguishments as funda­
mentally alike and would recognize any differ­
ence between reacquisition price and net carry­
ing amount of the debt in income in the period of 
extinguishment. Amortization of gains and 
losses to future periods would not be permitted.
• "Manufacturer or Dealer Lessors,” which 
would specify the criteria to determine when a 
manufacturer or dealer lessor should account for 
a lease as if it were a sale.
The positions in each of these proposed Opin­
ions are substantively the same as those set forth 
in the exposure drafts. Assuming the necessary 
two-thirds affirmative votes are received, the fi­
nal Opinions will be published this month. The 
effective date for all three would be January 1,
1973.
Test run of AICPA's computerized information retrieval program begins
On October 15 the Institute officially launched 
its pilot program for retrieving accounting re­
search materials by automation. The system being 
tested is a full-text, real-time, interactive system 
with multiple-term, coordinate search capabili­
ties developed by Mead Data Central, Inc., of 
Dayton, Ohio ( The CPA, Apr.72, p.2).
The following 15 participants, each of whom 
will be guaranteed three hours of computer time 
a day for the six-month pilot run, will be testing 
the reliability of the system and the effectiveness 
of computerized research:
Alexander Grant & Company, Chicago 
American Institute of CPAs, New York 
Arthur Andersen & Co., Chicago 
Arthur Young & Company, New York 
Ernst & Ernst, Cleveland 
Haskins & Sells, New York 
Hurdman and Cranstoun, Penney & Co., 
New York 
Laventhol Krekstein Horwath & Horwath, 
Philadelphia 
Lybrand, Ross Bros. & Montgomery,
New York 
Main Lafrentz & Co., New York
Peat, Marwick, Mitchell & Co., New York 
Price Waterhouse & Co., New York
S. D. Leidesdorf & Co., New York 
Securities and Exchange Commission, 
Washington, D. C.
Touche Ross & Co., New York 
The pilot program includes data files of ( 1) 
579 financial statements from 523 annual reports 
of companies listed on the two major stock ex­
changes; (2 ) 50 prospectuses of companies offer­
ing common stock for sale that were listed in 
The Wall Street Journal over a one-month pe­
riod; (3 ) 186 accounting policy statements; and
(4 ) an index of the 523 annual reports.
On-site terminals with printers attached have 
been installed in the offices of all participants. 
The terminals were developed especially for the 
accounting research program by the SYS Com­
puter Corporation of Hackensack, New Jersey.
The terminal and printer at the AICPA’s New 
York office are available to any firm or individual 
who would like to see how computerized re­
search in accounting works. Persons interested 
in such demonstrations should call the Institute 
in advance.
4Ethics committee answers members' queries
Q . The brother of partner A in a CPA firm 
held a management position with Company X  
during a certain fiscal year. Subsequent to that 
year and the resignation of partner A, the firm 
was asked to undertake an audit engagement 
of X  for such year. Would the firm be con­
sidered to be independent?
A. Since A was not a partner of the firm 
expressing its opinion on X ’s financial state­
ments, the firm’s independence would not be 
considered impaired.
Q . Under a franchise agreement a member 
in the practice of public accounting would also 
become a state director of a commercial tax 
preparation corporation. As a state director he 
would sell franchises within the state to non- 
CPAs and service such franchises on behalf of 
the corporation. His compensation would be a 
percentage of the franchise fee and a percent­
age of the receipts of each franchisee within his 
state. Is it proper for a member to sign such 
an agreement?
A. Participation in such an agreement would 
be contrary to Rule 4.06 of the Code of Pro­
fessional Ethics, as interpreted by Ethics Opinion 
No. 7. The resolution of Council under Rule 
4.06 states that members may be directors of a 
corporation offering services of a type per­
formed by public accountants, such as tax 
preparation services, only when the corporation 
possesses characteristics that conform to reso­
lutions of Council. Since a commercial income 
tax preparation corporation would not possess 
such characteristics, a member would be pro­
hibited from becoming a state director.
Sub-boards discipline six members
In recent decisions of sub-boards of the Insti­
tute’s Trial Board, four members have been 
admonished and two have been suspended.
• A sub-board of the Institute’s Trial Board, 
which met to consider charges of the executive 
committee of the division of professional ethics 
that a member had committed an act discredit­
able to the profession, thereby violating Rule
1.02 of the Code of Professional Ethics, found 
that after receiving an implied threat, the mem­
ber had paid a sum of money to avoid a threat­
ened downgrading of his passing mark on the 
CPA exam. In a subsequent investigation, the 
member fully cooperated with the state prose­
cutorial authorities and also with the executive 
committee of the ethics division.
In view of mitigating circumstances, the sub- 
board imposed the penalty of admonishment and 
ruled that the member’s name not be published 
in The CPA. No request for review for this 
decision was filed.
• A sub-board of the Institute’s Trial Board 
considered charges of the executive committee of 
the division of professional ethics that a member 
had violated Rule 3.01 of the Code of Profes­
sional Ethics which prohibits advertising profes­
sional services. Upon moving to a new state (and 
before receiving a reciprocal CPA certificate), 
the member, by means of newspaper advertise­
ments, telephone directory listings and improper 
office signs, had offered to perform accounting, 
tax and other services of a type performed by 
public accountants that can be performed by un­
licensed persons.
The member, who at the time of the hearing 
had returned to the state of original licensure, 
but was no longer engaged in the practice of 
public accounting, was present at the sub-board 
hearing and was assisted by legal counsel. The 
sub-board found the member guilty as charged 
and decided upon admonishment as the appro­
priate penalty. Because of extenuating circum­
stances, it was decided that the member’s name 
not be published in The CPA. No request for 
review of this decision was filed.
• Jack Jacobs, 19 West 44th Street, New York, 
New York, has been suspended from member­
ship in the Institute for two years as the result 
of a decision of a sub-board of the Institute’s 
Trial Board. The executive committee of the 
division of professional ethics established that 
Mr. Jacobs had pleaded guilty in federal court 
to an Information alleging that he delivered to 
the District Director of the Internal Revenue 
Service a document known by him to have been 
false—namely, a Form 870, "Waiver of Restric­
tions on Assessment and Collection”—which is 
a misdemeanor under the federal law, and that 
he was convicted and sentenced by the court on 
his guilty plea.
Mr. Jacobs appeared at the sub-board hearing 
and was assisted by legal ( continued on page 11)
Announcing the first in an important 
new series of research studies—
Auditing Research Monograph No. 1
The Auditor's Reporting
Obligation BY D. R. CARMICHAEL, PH.D., CPA
The Meaning and Implementation of the 
Fourth Standard of Reporting
What factors must be considered by the independent auditor when he 
decides what type of report to issue on a company’s financial statements?
To what extent do auditors differ concerning the dividing line between 
"material enough to warrant qualification” and "sufficiently material to 
negate an overall opinion?”
Is there need for a more explicit or descriptive form of qualification than 
the "subject to” form which is presently used in some situations?
These are some of the critically important questions that are considered 
in depth in this new monograph. It studies and evaluates the criteria actu­
ally used by auditors in deciding whether an opinion should be qualified 
or disclaimed when there is a major uncertainty . . .  or qualified or adverse 
when there is a serious departure from generally accepted accounting prin­
ciples. And it attempts to clarify, elaborate and refine those criteria which 
the author finds in many respects to be vague.
The monograph is based on a review of 2,000 reports as well as an in- 
depth study of 300 cases drawn from the confidential files of several public 
accounting firms. Throughout the text, actual information and examples 
are extensively quoted to illustrate the abstract concepts and procedures 
discussed. Paper bound. List price $4.00.
DISCOUNT PRICE TO AICPA MEMBERS $3.20
AUDITING RESEARCH MONOGRAPHS
Auditing Research Monographs are formally authorized projects 
designed to provide the Committee on Auditing Procedure, members 
of the American Institute and others interested in the development of 
auditing theory with background material and informed discussion 
that should help them in reaching decisions on problems under review.
Prepared by the Technical Research Division of the American In­
stitute, these monographs reflect the Institute’s recognition of the 
growing need for an expanded program of research which will serve 
to clarify and strengthen the audit function and help establish guide­
lines for its performance.
SEE REVERSE SIDE FOR TABLE OF CONTENTS AND DISCOUNT ORDER FORM
Auditing Research Monograph No. 1:
The Auditor’s Reporting Obligation
PARTIAL LIST OF CONTENTS
1. THE PHILOSOPHY OF THE 
FOURTH REPORTING STANDARD AND 
PROBLEMS OF IMPLEMENTATION
2. EVOLUTION OF REPORT CATE­
GORIES
Milestones in Report Differentiation 
. . .  Trends in Development of Report 
Types.
3. LEGAL LIABILITY AND THE LAN­
GUAGE OF REPORTS
Qualified Opinions and Liability (the 
CIT case, the First Bank case, the Ste­
phens Industries case) . . .  Disclaimers 
of Opinion and Liability (the Grain 
Storage investigation, the Rhode Island 
trust case).
4. CENTRAL REPORTING CONCEPTS
Source of Concepts . . .  Guiding Con­
cepts . . . Directing Concepts.
5. EXCEPTIONS BASED ON UNCER­
TAINTY
Present Reporting Criteria . . .  Nature
of Unusual Uncertainties . . .  Applica­
tion of Reporting Concepts . . .  Com­
prehensive Consideration of Reporting 
Concepts . .  . Addendum —  A Report­
ing Dilemma.
6. PERVASIVE UNCERTAINTIES — 
GOING CONCERN PROBLEMS
The Nature and Significance of the Go­
ing-Concern Concept. . .  Indicators of 
Going-Concern Negation . . . Mitiga­
tors of Going-Concern Negation . . .  
Summary of Going-Concern Evaluation.
7. EXCEPTIONS BASED ON LACK OF 
FAIR PRESENTATION
Uncertainty Related Departures. . .  Dis­
claimer versus Adverse . . .  "Subject 
to” versus "Except for” . . .  Departures 
Based on Choice.
8 . THE PRESENT AND FUTURE IM­
PLEMENTATION OF THE FOURTH 
REPORTING STANDARD
The Criteria Presently in Use . . .  Rec­
ommendations for Future Implementa­
tion . . .  Recommendations as to Criteria.
DISCOUNT ORDER FORM —  FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send, postpaid,__________ copies of Auditing Research
Monograph No. 1 : T h e  A u d ito r ’s R e p o r t in g  O b l ig a t io n  (020019) at 
the AICPA member discount price of $3.20 each. Payment is enclosed.
MEMBER’S NAME______________________________________________________________________
FIRM.
(if part of mailing address)
ADDRESS-
CITY. .STATE. .ZIP.
EDUCATIONAL DISCOUNT: 40 percent off the list price.
ARA m e m b e r  DISCOUNT: 40 percent off the list price.
Please add 7 percent sales tax in New York City. Elsewhere in 
New York State, add 4 percent state tax plus local tax if applicable.
10109
Now available— an updated 1973 edition 
of an important looseleaf tax reference—
Study in Federal Taxation No. 3:
Guide to Federal Tax
Elections EDITED BY JOEL M. FORSTER, CPA
This valuable tax reference—currently being used by thousands of 
AICPA members—has now been completely revised to reflect all of the 
important changes that have occurred with respect to federal tax elections 
since the Guide was first published last fall.
Guide to Federal Tax Elections offers practitioners a convenient and re­
liable means of determining—quickly and easily—what tax treatment may 
best be suited to a particular taxpayer situation. It lists and summarizes 
all currently available elections regarding income, employment, estate and 
gift taxes. And it shows whether they may be used for each of the various 
taxpayer entities (corporation, partnership, individual, nonprofit organiza­
tion and estate).
Every one of the Guide’s many practical features—Composite Election 
Locator. . .  Election Summaries . .  . Cross Reference Index to Revenue Rul­
ings and Procedures . . .  Appendix of Tax Forms—has been fully updated 
to make this one of the most currently useful references available to today’s 
busy practitioner. Looseleaf format in ring binder. List Price $15.
DISCOUNT PRICE TO AICPA MEMBERS $12.00
1973 SUPPLEMENT ALSO AVAILABLE SEPARATELY
If you already have the Guide to Federal Tax Elections, you may or­
der the 1973 Supplement separately to update your copy. The Supple­
ment includes the following looseleaf materials:
• Summaries of all new elections.
• A complete new Composite Election Locator.
• Complete new Indexes of Revenue Rulings and Procedures.
• Reproductions of new tax forms and updated versions of forms 
that have been revised.
• Additional revisions as required throughout the text.
• A Complete new Subject Index.
The Supplement will also bring you easy-to-follow instructions for 
updating your Guide in a matter of minutes. List price $6.50.
DISCOUNT PRICE TO AICPA MEMBERS $5.20
SEE REVERSE SIDE FOR A D D IT IO N AL  FEATURES AND ORDER FORM
Guide to Federal Tax Elections uses this four-part approach 
to help you make the right election at the right time.
COMPOSITE ELECTION LOCATOR. Tabulates every election according to its 
Code and Regulations section . . . subject. . . the taxpayer entity or entities for which 
it may be used . . . and its applicability in first year situations. The Locator also directs 
you to the election summary in the text.
Arranged in Code order, the Locator will quickly identify the elections available 
under a particular Code section you may be working with. However, it is not neces­
sary to know an election’s Code section in order to use the Locator. Most of the time, 
the best use of the Locator will occur when you are exploring election possibilities for 
a particular subject.
ELECTION SUMMARIES. Arranged in Code order for quick reference, each sum­
mary is headed by a descriptive title and identification of the applicable regulations 
section. IRS forms that may be needed to make the election are also identified.
Most election summaries include: (1 ) A short description and explanation of the 
election; (2 )  Information regarding the time and manner of revoking or terminating 
the election and; (3 )  Discussion of the time and manner of revoking or terminating 
the election.
CROSS-REFERENCE IN D EX TO REVENUE RULINGS AND PROCE­
DURES. As an aid to further research, this section indicates at a glance whether an 
election has been the subject of a Revenue Ruling or Revenue Procedure.
REPRODUCTIONS OF T A X  FORMS. This special appendix contains illus­
trations of more than 125 official tax forms that may be required for making elections.
DISCOUNT ORDER FORM —  FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send u s _____________copies of the complete fully
updated G u id e  t o  F e d e r a l  T a x  E l e c t i o n s  (059235) at the AICPA mem­
ber discount price of $12 each. Our payment is enclosed.
MEMBER’S NAME______________________________________________________________________
FIRM___________________________________________________________________________________
(if part of mailing address)
ADDRESS______________________________________________________________________________
C IT Y ____________________________________STATE____________________ ZIP_______________
TO ORDER 1973 SUPPLEMENT ONLY. Please send________
1973 Supplements (059108) for updating our present Guide to Fed­
eral Tax Elections at the AICPA member discount price of $5.20 each.
(Please add 7 percent sales tax in New York City. Elsewhere in 
New York State, add 4 percent State tax plus local tax if applicable.)
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9Profession comes out well in press survey
Members concerned about press criticism of 
the profession can take heart from an analysis 
recently completed by the Institute’s public re­
lations office.
For the first half of 1972, 76 major articles 
not originated by the Institute were reviewed. 
Half of them were clearly favorable, 21 (28%  ) 
were negative and the remainder "neutral” or 
"balanced.” Of the negative stories, 9 dealt with 
lawsuits against firms.
In addition, 14 AICPA-prepared news re­
leases on subjects ranging from APB activities 
to officer speeches resulted in many favorable 
stories throughout the country.
The most significant development during 
this period was the Wheat Report and the im­
plementation of its recommendations. This re­
ceived almost universally favorable attention 
including an editorial in The Wall Street Jour­
nal, a series of three articles in Business Week 
and stories in major newspapers.
Fortune carried a feature article on public 
misconceptions of accounting’s role and The 
Conference Board Record published a gener­
ally favorable report of a survey of client views 
toward CPAs.
Perhaps the most widely printed mainly neg­
ative story was "Lowly Accountant Comes Un­
der Fire,” distributed by the Washington Post 
syndicate.
Not covered in the survey tabulation was the 
nationwide attention given to the Justice De­
partment’s action on competitive bidding. Most 
major newspapers and all but one wire service 
carried at least a portion of the Institute’s state­
ment on the subject.
Also, six news features prepared for state 
society distribution on such topics as tax impli­
cations for working mothers and social security 
benefits were widely used.
Institute offers new PD course
The Institute has released a new professional 
development program for presentation this win­
ter. Entitled "Managing Today’s Tax Practice,” 
it provides CPA tax managers with practical tools 
to increase profitability. Subjects covered in­
clude time-saving devices (e.g., checklists, ques­
tionnaires and other forms), establishing fee
schedules, using computerized return services, 
hiring and training personnel, practice manage­
ment and development, and office procedures. 
The cost of the one-day program is $65.
In addition to the new presentation, the divi­
sion is offering a revision of "Audits of Savings 
and Loan Associations.” The objectives of the 
course are to provide a review and updating 
for managers and partners who have final re­
sponsibility for an S&L audit; to prepare a senior 
accountant to serve as the accountant in charge 
of the audit; and to provide a comprehensive 
reference for all those who are engaged in an 
S&L audit. The two-day course costs $160.
Future dates and locations for these and other 
PD programs scheduled for this fall and winter 
were published in last month’s CPA (pp. 10-11).
Second RCA Professor of Accounting 
established at Dillard University
Professor Willie B. Hackett, from the College 
of Business Administration at the University of 
Oregon, has taken up his duties as the second 
RCA Professor of Accounting at Dillard Univer­
sity, a private traditionally black university in 
New Orleans. The professorship is made pos­
sible by grants from RCA to the Institute’s Ac­
counting Education Fund for Disadvantaged 
Students. The grants have been announced by 
Humboldt Leverenz, the RCA staff vice presi­
dent and chairman of the Educational Aid Com­
mittee, and by J. Thomas Kennedy, RCA vice 
president and controller. Mr. Kennedy is a mem­
ber of the Institute.
The chair was held last year by Dr. Jerold J. 
Morgan, who obtained a year’s leave from his 
chairmanship of the accounting department at 
the University of Southern Mississippi.
The problems of accounting educators in the 
traditionally black colleges and universities have 
been discussed in two Faculty Summer Seminars 
sponsored by the Institute’s committee on minor­
ity recruitment and equal opportunity (this 
year’s was in cosponsorship with the Virginia 
Society of CPAs). Since shortage of accounting 
teachers was identified as one of the most seri­
ous problems, the Institute’s committee hopes 
that other corporations, in addition to RCA, will 
establish professorships in accounting in tradi­
tionally black schools.
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A reader urges reappraisal of bylaw provisions
The recent release of the conclusions reached 
by the Wheat Commission will in all probability 
have a significant impact upon the future course 
of the Institute. Periodically every organization 
should reappraise the rules and policies under 
which it operates. The Institute should be praised 
for the efforts it has expended in evaluating the 
effectiveness of its principal rule-making body.
In my opinion, though, self-evaluation should 
proceed further and consider the bylaws under 
which the American Institute of Certified Pub­
lic Accountants operates. Specifically, attention 
should be directed to Article VI, relating to the 
election of Council, Board of Directors and of­
ficers of the Institute.
In this article, the committee on nominations is 
ordered to request lists of nominees for Council 
from state societies. These nominees would then 
be considered as possible candidates for Council 
to be directly elected by members. In addition to 
nominees selected in this fashion, the state soci­
eties are allowed to designate members to repre­
sent their organizations on the Council. In 
essence, then, it appears from the above proce­
dures that the state societies effectively control 
the election of Institute members to Council.
It is a self-evident fact that not all members of 
the Institute are also members of their respective 
state societies. In addition, members of the Insti­
tute may also be members of more than one state 
society at the same time. It would appear, there­
fore, that members of equal ability and desire 
would have unequal opportunities for election to 
Council. As the Institute is not an arm of the state 
societies, even though it may on many matters
AICPA membership nears 90,000
On August 31 , 1972, membership in the 
American Institute stood at an all-time 
High of 88,163. The net gain for the 
year-— 7,908— and the number of ap­
plicants admitted— 9,318— both broke 
the 1970-71 records.
in the past 25 years the Institute has 
shown a marked growth in membership. 
The current figure is more than eight 
times the 1947 membership figure and 
over twice that of a decade ago.
on Council elections...
work closely with these and other state bodies, 
elections should be governed by the principle of 
equal voting power and election opportunities 
for all members of the Institute.
It is hoped that in the near future formal con­
sideration will be given to revising this section 
of the bylaws so that one of the most funda­
mental tenets of democracy can be more carefully 
observed by our organization.
Randolph S. Coyner, CPA 
Instructor in Business Administration 
University of Maryland, College Park
...and  the AICPA staff replies
Mr. Coyner’s letter is an interesting one that 
deserves publication because it raises a question 
that soon must be resolved by the Institute.
It should be pointed out that the blame for the 
situation Mr. Coyner describes—i.e., lack of ade­
quate representation on Council by members who 
are not in public practice— cannot be entirely 
placed on Article VI of the bylaws. Rather, the 
brunt of it must rest on the failure of the Institute 
to compensate adequately for the subtle changes 
that have occurred in the composition of its 
membership (more than 37 per cent of the mem­
bership were engaged in other than public prac­
tice in 1971).
As it stands now, there are plenty of checks 
and balances in the nominating and election 
processes of the Institute, as described in the 
bylaws, to prevent domination of the AICPA 
Council by the states. For example, Section 6.1.6. 
of Article VI clearly states that the nominating 
committee is not required to accept any state’s 
recommended candidates for Council. It further 
provides for submission of independent slates of 
nominees by any 20 Institute members in a state. 
And through the secret balloting process mem­
bers are offered an opportunity to write in the 
name of a preferred candidate.
Section 6.3. of the same article provides for 
election of 21 members at large regardless of 
membership in a state society.
The Institute’s bylaws are now being re­
viewed, and proposed revisions may be submitted 
to Council in the spring of 1973. Members’ com­
ments on the desirability of broadening Council 
representation, and how it might be achieved, 
would be welcome and timely.
David H. Lanman, Jr.
Director, Professional Relations
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Automatic disciplinary provisions of bylaws are invoked against three members
The memberships of three Institute members 
have been terminated under the automatic dis­
ciplinary provisions of the bylaws. The provi­
sions in question may be summarized as follows:
Section 7.3.1 of the bylaws provides that a 
member shall be suspended from the Institute 
without a hearing when he is shown to have 
been convicted of a crime defined as a felony by 
the convicting jurisdiction, and that his member­
ship shall be terminated if the conviction is based 
upon a plea of guilty or if the conviction becomes 
final through denial of appeal or failure to take 
an appeal.
Section 7.3.2 of the bylaws provides that a 
member shall be suspended from the Institute 
without a hearing when his CPA certificate is 
shown to have been suspended as a disciplinary 
measure by the state board of accountancy, and 
that his membership shall be terminated without 
a hearing should his CPA certificate be revoked 
as a disciplinary measure.
Resolutions of Council provide that a state­
ment reporting such suspension or termination 
shall be published in The CPA in a form ap­
proved by the chairman of the Trial Board and 
shall disclose the name of the member con­
cerned, unless the chairman decides that the 
name be omitted.
Following are the members affected by the 
automatic provisions and the reasons why their 
memberships were terminated:
• Morton S. Ackerman, New York, New 
York—convicted of having given things of value 
to an IRS official for or because of official acts 
performed and to be performed with respect to 
income tax audits, in violation of Title 18, U.S. 
Code, Section 201.
• Herman Bernstein, Poughkeepsie, New 
York—convicted of having pledged stolen secur­
ities as collateral for a loan with a bank in viola­
tion of Title 18, U.S. Code, Section 2315.
• Bernard Pincus, Brooklyn, New York—  
revocation of CPA certificate by the New York 
State Board for Public Accountancy.
Sub-boards discipline members (from page 4) 
counsel. The sub-board found that Mr. Jacobs 
had committed acts discreditable to the profes­
sion, thereby violating Article VII, Section 7.4.3, 
of the Institute’s bylaws, but that since there was 
no proof of moral turpitude, expulsion from 
membership would not be appropriate. Since no 
request for review of the sub-board’s decision 
was made, Mr. Jacob’s suspension became effec­
tive on September 18, 1972.
• A sub-board of the Institute’s Trial Board 
has found Jules Spaulder, 469 Seventh Avenue, 
New York, New York, guilty of violating Rule
1.02 of the Code of Professional Ethics in that 
he committed an act discreditable to the profes­
sion by ordering, but not paying for, large blocks 
of new issues of corporate securities.
At the time of the hearing, judgments in excess 
of $100,000 had been entered against Mr. Spaul­
der which he was in the process of satisfying.
After reviewing the mitigating circumstances 
submitted by the member, the sub-board decided 
to limit the penalty to admonishment. No request 
for review was filed in this case.
• William J. Lichtenberger, 10 North Cali­
fornia Avenue, Atlantic City, New Jersey, has
been suspended by a sub-board of the Institute’s 
Trial Board for two years. Mr. Lichtenberger 
was charged by the executive committee of the 
division of professional ethics with a lack of 
independence in violation of Rule 1.01 of the 
Code of Professional Ethics and a violation of 
Rules 2.01 and 2.02.
Mr. Lichtenberger did not appear at the hear­
ing nor was he represented by counsel.
• A sub-board of the Institute’s Trial Board 
has admonished a member for failing to comply 
with the reporting standards of Rule 2.02 of the 
Code of Professional Ethics in connection with 
financial statements of a client. The sub-board 
also required that the next comparable statement 
prepared for the same client be submitted to the 
executive committee of the division of profes­
sional ethics to insure post-hearing compliance 
with Rule 2.02. The member appeared in person 
before the sub-board which, due to the total 
circumstances of the case, decided that his name 
not be published in The CPA.
Ed. N o t e :  The sub-board in each case decides 
whether the name of the respondent shall be 
published in The CPA.
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Williams is AICPA Distinguished Professor
Thomas H. W illiams, of The University of 
Texas at Austin, has been named the Institute’s 
fifth Distinguished Professor of Accounting.
Under the program, the Institute awards a 
grant to a selected college or university to sup­
plement the salary and expenses of an outstand­
ing professor of accounting who is chosen by the 
host institution.
Dr. W illiams will be a visiting professor at 
San Jose State College, San Jose, California, 
where he will serve as a consultant on accounting 
education to the dean and faculty o f the business 
school for the 1972-73 academic year.
A member of The University of Texas faculty 
since 1963 and of the graduate faculty since 1966, 
Dr. W illiam s was chairman of the accounting 
department from 1967 to 1971.
Before going to Austin he taught at the Uni­
versity of Illinois, where he received his Ph.D. 
degree. In 1969-70 he held the Jam es V. For­
restal Chair of Management at the U.S. N aval 
W ar College, Newport, Rhode Island.
Armco-AICPA finance scholarships 
offered at Kentucky State College
Scholarships valued at $3,000 a year 
for minority accounting students will be 
made available at Kentucky State Col­
lege through a contribution of the Armco 
Steel Corporation to the AICPA’s Ac­
counting Education Fund for Disadvan­
taged Students. The arrangements were 
announced by LeRoy Gilbert Weeks, 
controller at Armco and an Institute 
member, after discussion with adminis­
trators at Kentucky State College and 
with a representative of the Institute’s 
committee on minority recruitment and 
equal opportunity.
Selection procedures developed by the 
Institute committee will be used in screen­
ing applicants for the scholarships.
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Highlights of the Council meeting
A t its meeting on September 30 in Denver, the A IC PA  Council authorized a 
mail ballot of the membership in the fall of 1973 to amend the bylaws in 
order to create the position of chairman of the Board, who would be a member 
in practice, and the position of president, who would be a member and full­
time employee of the Institute (see page 4 for the text of the resolution). 
If the bylaw amendment is approved by the membership, the Board of D irec­
tors will recommend that W allace E. Olson be elected as president.
In other actions, Council:
• Extended the terms of retiring members of the Accounting Principles 
Board until the Financial Accounting Standards Board becomes operational, 
thereby permitting the A P B  to continue in full force until the transition 
has been made.
• Approved $180 ,0 0 0  as part of the A IC PA  budget for 1972-73 for the 
direct support of the Financial Accounting Standards Board.
Highlights of the Board of Directors meeting
A t its meeting on September 29 in Denver, the A IC PA  Board of Directors 
extended the authority of the 1971-72 committee on auditing procedure 
through November 8 so the members could vote on the following proposed 
Statements: reporting on consistency; reports on internal control based upon 
special studies; and the auditor’s study and evaluation of internal control. The  
committee was also granted the authority to vote on the proposed codification 
of all Statements on Auditing Procedure.
In other actions, the Board:
• Changed the name of the committee on auditing procedure to the ex­
ecutive committee of the auditing standards division. Pronouncements of the 
division will be known as Statements on Auditing Standards and will assume 
the role in the profession’s literature now filled by Statements on Auditing 
Procedure.
• Authorized the appointment of a committee to develop a response to a 
Securities and Exchange Commission request for a means of reviewing the 
quality controls of selected firms practicing before the Commission.
• Appropriated $1 million out of the excess of revenues over expenses 
for the 1971-72 fiscal year as an addition to the contingency fund. The ap­
propriation may be used as working capital or as funds to sustain the Institute 
in adversity.
2from the President 
LEROY LAYTON
E d. N o t e : This column is an adaptation of Mr. 
Layton’s inaugural address presented at the 
AICPA annual meeting on October 4, 1972, in 
Denver.
Critical issues facing the profession
We are all aware of the repeated attacks on 
the adequacy of our performance of the attest 
function. Analyzed carefully, I believe these at­
tacks center more on our performance as auditors 
than they do on the inadequacy of accounting 
principles. We stand accused not only of sub­
standard work but also of use of poor judgment 
or the lack of independence in exercising judg­
ment.
I am positive that the picture painted by our 
critics is not typical and that auditing perform­
ance on the whole is the highest in the history 
of the profession. However, quite obviously it 
is not good enough to meet the rising needs and 
expectations of the public we serve. If the public 
expects too much— or expects the impossible— 
it is our job to correct its misunderstanding of 
the auditor’s role.
The profession’s response
To assure ourselves of an increased level of 
performance, I believe we must expand our ef­
forts in the following three areas:
• Competence. We must increase our efforts 
to establish the most effective auditing proce­
dures possible. Although the committee on audit­
ing procedure has done a tremendous job in the 
last several years, more effort is necessary. To
Editor: Barbara J. Shildneck
Production Assistant: Linda G. Schreiber
facilitate this effort, the Board of Directors 
on September 29 authorized the creation of an 
auditing standards division, and the committee 
on auditing procedure was renamed the execu­
tive committee of the division.
I have asked the chairman of this new execu­
tive committee to place particular emphasis on 
one of its projects, audit supervision. I am sure 
that a distillation of the most effective quality 
control procedures of all the firms represented 
on the committee would be of great benefit to 
the entire profession. I have in mind, particu­
larly, such areas as supervision of subordinates, 
the careful clearance of exceptions, and proce­
dures for review of both workpapers and judg­
ments exercised at critical points, timely inde­
pendent partner reviews and post audit office 
quality reviews for multi-office firms.
Several recent court decisions have made it 
clear that mere compliance with generally ac­
cepted auditing standards may not be sufficient 
if trouble strikes. I hope the pronouncement on 
audit supervision (or quality control) contains 
one additional cautionary procedure— once the 
supervisor or reviewer determines that all pub­
lished standards have been complied with, he 
should figuratively step back, take a long hard 
look and determine that both the financial state­
ments as a whole and the method of reflecting 
any major transaction (particularly those on 
which there may have been controversy) are 
fairly presented and not misleading.
• Independence. We must re-examine both 
the profession’s rules for independence and our­
selves individually for our independence of 
attitude.
• Self-discipline. Our self-disciplinary proce­
dures should be strengthened considerably. The 
ethics committee has made a series of recom­
mendations to the Board of Directors and the 
first portion, a reorganization of the ethics divi­
sion, has been accomplished.
The ethics committee’s recommendations for 
streamlining AICPA and state society discipli­
nary procedures are awaiting passage of the pro­
posed revision of the ( continued on page 9 )
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3Major reorganization of AICPA's structure is in progress
The Institute is in the process of regrouping 
its areas of staff responsibilities in order to de­
velop more effective means for meeting the 
problems arising from the rapidly changing en­
vironment of accounting. The structural realign­
ment includes the creation of new divisions and 
staff positions and the reassignment of responsi­
bilities for providing staff assistance to various 
committees.
A brief description of each of the major 
changes follows.
Accounting standards
The Board of Directors has authorized the 
creation of an accounting standards division. 
The Board decided to recommend at the spring 
Council meeting that the executive committee 
of the division be designated as the AICPA’s 
senior technical committee in the financial ac­
counting and reporting area and that it be 
authorized to publish, on its own authority, its 
views on such matters as proposed pronounce­
ments of the Financial Accounting Standards 
Board and the Cost Accounting Standards Board. 
The committee has been charged with the re­
sponsibility of representing the profession in 
public hearings on accounting standards and 
with the preparation of position papers on ac­
counting matters and unofficial interpretations 
of Financial Accounting Standards Board pro­
nouncements.
Technical research
A new division of technical research has been 
established to support the accounting standards 
committee. All future research activities of the 
Institute in such areas as accounting, auditing, 
management advisory services and taxation will 
be consolidated under this division, which is 
headed by Douglas R. Carmichael, formerly as­
sistant director of the auditing and reporting 
division.
Auditing standards
To match other organizational changes, the 
committee on auditing procedure has been re­
structured as the executive committee of the 
newly created auditing standards division, head­
ed by Joe R. Fritzemeyer, formerly director of the 
auditing and reporting division. Pronounce­
ments of the division will be known as State­
ments on Auditing Standards and will have the 
same status as Statements on Auditing Proce­
dure.
Professional regulation
A new regulation group under the direction 
of William C. Bruschi, vice president for pro­
fessional regulation, gives division status to the 
Trial Board and includes a new regulation divi­
sion which will staff the activities of the state 
legislation committee. Also consolidated in the 
group are the professional ethics division and 
the quality and practice review functions. As 
part of this restructuring, Donald Schneeman, 
formerly director of the ethics division, has been 
named general counsel of the Institute with re­
sponsibility for handling AICPA legal matters.
International relations
A new division of international relations has 
been established to increase the AICPA’s com­
mitment to standards for multinational practice. 
The new division, which will consolidate all the 
Institute’s activities in the international area, is 
under the direction of Michael A. Pinto, formerly 
special assistant to the executive vice president.
Government relations
All of the government liaison committees have 
been reassigned to the Washington office staff 
as a result of the expansion of the Institute’s 
activities in that office. As reported earlier in 
The CPA (July-Aug.72, p .4 ), Gilbert Simonetti, 
Jr., was appointed vice president for government 
relations to direct the Institute’s Washington 
program. The federal taxation division, headed 
by Joel Forster, formerly special projects man­
ager in the tax division, will also be located in 
Washington in order to facilitate its communi­
cations with the Treasury Department and the 
Internal Revenue Service. A new division of 
federal technical liaison, headed by Thomas R. 
Hanley, Jr., formerly assistant director of the 
auditing and reporting division, will have re­
sponsibility for staffing the committees on rela­
tions with the General Accounting Office and 
the Securities and Exchange Commission and all 
other federal liaison committees.
The Washington staff will also be responsible 
for federal information and communication 
activities.
4Profession honors authors and top scorers in
The winners of several awards for achieve­
ment in accounting literature and the high 
scorers on the November 1971 and May 1972 
CPA examinations were named at an awards 
breakfast held October 4, during the AICPA’s 
annual meeting in Denver.
The Accounting Literature Awards, which are 
presented annually for distinguished contribu­
tions to accounting literature, were announced 
by Guy Trump, AICPA vice president-education.
The winners are:
• Professor C. West Churchman, of the Uni­
versity of California at Berkeley, for his article, 
"On the Facility, Felicity and Morality of Meas­
uring Social Change,” which was published in 
the January 1971 issue of The Accounting 
Review.
• Professors Yuji Ijiri and Robert S. Kaplan, 
both of Carnegie-Mellon University’s Graduate 
School of Industrial Administration, Pittsburgh, 
for their article, "A Model for Integrating Sam­
pling Objectives in Auditing,” which was pub­
lished in the spring 1971 issue of the Journal of 
Accounting Research.
The two annual Lester Witte Practice Man­
agement Awards, sponsored by the Lester Witte 
Foundation, were presented by AICPA Publi­
cations Director William O. Doherty to:
• Ronald B. Cohen, CPA, of J. K. Lasser & 
Company, Cleveland, Ohio, for his article, "The 
Philosophy of a Local Accounting Firm,” which 
was published in the February 1972 issue of 
The Journal of Accountancy. The award was for 
the most useful article published in the Practi­
tioners Forum department of The Journal from 
July 1971 through June 1972.
• Dr. William L. Kendig, of the University of 
Maryland at College Park, and Thomas D. John­
son, an independent management consultant, 
Washington, D.C., for their article, "Developing 
Systematic Reporting Structures,” in the January- 
February 1972 issue of Management Adviser. 
The award, which covered the July-August 1971 
through May-June 1972 issues, was presented 
for the article in Management Adviser that best 
promotes or exemplifies the practice of manage­
ment advisory services in a small or medium­
sized firm.
The Elijah Watt Sells Awards, given annu­
ally to those CPA candidates who have received
CPA examinations
the highest grades on the Uniform CPA Examin­
ations for November and May, were presented 
by Daniel Sweeney, director of the AICPA ex­
aminations division.
For the November 1971 exam, the gold medal 
was awarded to Olaf Virro, a senior accountant 
in the Chicago office of Arthur Andersen & Co., 
and the silver medal was given to John S. Karls, 
who is in the tax department in the New York 
City office of Arthur Young & Company.
For the May 1972 exam, the gold medal was 
presented to Irene B. Silverman, a staff account­
ant in the Chicago office of Arthur Young & 
Company, and the silver medal was won by 
Philip D. Ameen, a staff accountant with Peat, 
Marwick, Mitchell & Co., in Greensboro, North 
Carolina.
Council resolution authorizing mail 
ballot to amend bylaws
RESOLVED, the Council authorizes a 
mail ballot of the membership in the fall 
of 1973 to amend the bylaws creating 
the position of chairman of the Board, 
who shall be a member in practice, and 
the position of president, who shall be 
a member and full-time employee of the 
Institute.
The chairman of the Board shall preside 
at meetings of the Institute, the Council 
and the Board of Directors. He shall ap­
point committees and boards as pro­
vided in section 3.6 of the bylaws. He 
shall act as a spokesman for the Institute 
and appear on its behalf before other 
organizations.
The president shall have full responsibil­
ity for the execution of the policies and 
programs of the Institute, act as a spokes­
man for the Institute, and perform such 
other services as may be assigned to him 
by the Council and the Board of Directors.
The bylaw amendments which are to be 
submitted to the membership for ap­
proval shall include the related changes 
necessary to implement this action of 
Council.
5Marshall S. Armstrong is FASB chairman
On October 18, Marshall S. Armstrong, man­
aging partner of Geo. S. Olive & Co., Indianap­
olis, was appointed chairman of the Financial 
Accounting Standards Board, the full-time 
seven-man independent body that will replace 
the AICPA’s Accounting Principles Board in 
setting accounting standards. Mr. Armstrong, 
whose appointment was effective on November
1, was president of the Institute in 1970-71 when 
the study group chaired by former SEC Commis­
sioner Francis M. Wheat was formed. The 
group’s report recommending the establishment 
of the FASB, an Advisory Council and the Finan­
cial Accounting Foundation—which is responsi­
ble for appointing the FASB members and for 
funding its operations—was released in March 
( The CPA, Apr.72,p.1).
In a news conference held late last month, 
Mr. Armstrong described the new program as 
evolutionary rather than revolutionary. "It is the 
culmination of 35 years’ experience in a con­
certed effort by many dedicated men working 
under the auspices, first, of the committee on 
accounting procedures and, since 1959, of the 
Accounting Principles Board. There is no deny­
ing that tremendous improvement has been 
made in financial reporting during these years.”
He said that one of the most significant docu­
ments to receive the immediate attention of the 
FASB will be the report of the Accounting Ob­
jectives Study Group, headed by Robert M. True­
blood, which is expected to be available early
FASB Chairman Armstrong at press conference.
next spring. The board will also have access to 
the research and work in process of the APB.
The additional members of the FASB, which 
will be located in Greenwich, Connecticut, are 
expected to be appointed by the end of the year. 
Each FASB member is required to sever all cur­
rent professional and business associations be­
fore assuming service on the board.
Mr. Armstrong is a former member of the 
APB and a past AICPA vice president. He is 
also a former president of the Indiana Associa­
tion of CPAs.
Defliese reports on Accounting Principles Board plans for next few months
Accounting Principles Board Chairman Philip 
L. Defliese told members of Council that the 
Board expects to issue seven or eight more Opin­
ions before it is replaced by the Financial Ac­
counting Standards Board next year, and has 
scheduled five two- and three-day meetings 
through April 1973 to complete work on the 
proposed Opinions the Board will be exposing 
by the end of 1972.
Three Opinions presently in the ballot draft 
stage— on stock compensation, lease accounting 
for manufacturer-dealer-lessors and the early ex­
tinguishment of debt—may well be approved 
for publication by the end of November, he said.
Other proposed Opinions, which may be ap­
proved for exposure by the end of December, are 
on the following topics: extraordinary items, in­
terim financial statements, disclosure for leases 
that are not capitalized, lease accounting for 
leasing companies, and noncash transactions 
(other than real estate).
The Board also expects to approve for publica­
tion audit guides and position papers on stock 
life insurance companies, retail land sales, 
franchise accounting, TV film licensing, broker- 
dealers, investment companies, educational in­
stitutions, government accounting, health-educa­
tion-welfare groups and real estate transactions.
Outgoing President Oliphant advises of ureas in need of change
In his valedictory remarks at the annual meet­
ing business session in Denver, outgoing Presi­
dent Walter J. Oliphant emphasized the need 
for a broader participation by the profession in 
the field of international accounting.
"As our world continues to shrink, our rela­
tionships with accountants in all countries must 
expand. The financial community of which we 
are an integral and vital part here in the United 
States is changing rapidly toward a worldwide 
financial community, and we must change, too, 
if we are to satisfy our needs and the needs of 
others we attempt to serve.
"Since accounting can serve as a common lan­
guage and thus facilitate the growth of interna­
tional trade, it can be an extremely potent 
influence in world peace and understanding. 
Trade, however, involves give and take,” Mr. 
Oliphant said, "and it is clear that our profession 
must be prepared to give now and then if we are 
to achieve the quality of cooperation which is 
essential for an enduring relationship with our 
colleagues around the world.”
Mr. Oliphant also commented on the need to 
consider some changes in the Institute’s form 
of organization. From his "new vantage point,” 
he said he could see two areas in the present setup 
for the presidential term of office that should be 
improved: the incoming president needs both 
a longer planning period than is now permitted 
and a time frame that would reduce the almost 
total demand on his time during his term in 
office.
He said that a possible solution would be "the 
adoption of a practice similar to the one followed 
by the American Bankers Association and quite 
a number of state societies— a practice which 
enables a president to learn of his selection a 
year ahead of his inauguration. During that 
year, the president-nominee could become ac­
tively involved in the planning processes after 
thoroughly familiarizing himself with current 
plans and activities. During his year as president, 
he would be able to concentrate his full energies 
on the adoption of his plans, which I suggest 
would be better conceived and better organized 
if they were devised after thorough familiariza­
tion with current activities and without the pres­
sures of the presidential office.”
He said that a president-nominee who would 
operate as such for a full year in advance of his
assumption of office could produce the same 
benefits as those produced by the recent bylaw 
change increasing the terms of members of the 
Board of Directors from one year to three— "a 
continuity of personnel at the policymaking 
level, which has added strength and vitality to 
the Institute.”
Such a change, Mr. Oliphant said, would mean 
that the "time requirements on the president- 
nominee would remain extensive but within 
reasonable bounds. His earlier involvement 
would also tend to scale down the peak require­
ments during his term in office and hence would 
enable additional members of outstanding ca­
pacity to undertake the position.”
Other revisions should be made in the bylaws 
in order to increase the Institute’s present effec­
tiveness and to anticipate its future needs, Mr. 
Oliphant stated. "Some provision should be 
made to allow changes to be made more readily 
and without the substantial cost involved in the 
present process for bylaw amendments.”
One such change, he explained, "should be a 
provision for the full-time chief staff officer to 
hold the title of president. This recognition 
would be more in keeping with the responsibili­
ties which must be carried by the person holding 
this top staff position. The desirable recognition 
which would also attach to the title cannot be 
doubted, nor should it be minimized. The Board 
of Directors has considered this matter in depth 
and, as a result, recommended to Council last 
Saturday that necessary changes in the bylaws 
should be made to authorize this new title and 
role for the Institute’s top staff officer. Council 
acted favorably upon the Board’s recommenda­
tion. Therefore, in the fall of 1973, the first 
opportunity under the existing bylaws, the total 
membership will be asked to approve this change 
[see page 1].
"The proposed new bylaws would also pro­
vide for the top volunteer officer to assume the 
title of chairman of the Board. If these changes 
are made, all of my earlier comments relating to 
the president-nominee would then apply to the 
chairman-nominee. ”
Mr. Oliphant also discussed the significance of 
the new Financial Accounting Standards Board, 
the Trueblood study of accounting objectives 
and the profession’s involvement in social 
measurement.
7Seitz reviews MAS activities
Prefacing his report with the comment, "W e 
see the accounting profession as including the 
attest function rather than being the attest func­
tion,” James E. Seitz, retiring chairman of the 
management advisory services executive com­
mittee, outlined his group’s major accomplish­
ments for 1971-72 before the AICPA Council 
meeting in Denver, September 30.
MAS standards committee. Tentative stand­
ards have been identified and are now in the 
draft process. It is expected that the exposure 
process will begin in 1973. General standards as 
well as practice standards will be included.
MAS education committee. The committee 
has developed a matrix consisting of the "mar­
kets” for MAS education courses and the major 
course subjects, including a detailed listing of
AICPA Gold Medal citation
Philip L. Defliese was awarded the AICPA 
Gold Medal for Distinguished Service, 
the profession’s highest honor, at the 
annual business session in Denver on 
October 4. Following is the full text of 
the citation:
“Over the past two decades Philip L. 
Defliese has labored for his chosen pro­
fession, willingly giving his time, energy 
and thought in the continued develop­
ment of accounting and auditing in the 
United States. Though his modesty would 
rebel at the suggestion, he is truly to be 
numbered among the gifted leaders of 
the accounting profession— a topnotch 
technician, a cogent thinker, an excellent 
writer, a persuasive speaker— and he 
has left his hallmark on the profession.
“A member of the Institute for almost 25 
years, he has served it in numerous ca­
pacities. He has been a member of the 
practice review committee, the commit­
tee on relations with bankers and other 
credit executives, chairman of the com­
mittee on specialized audits and a mem­
ber and chairman of the committee on 
auditing procedure. Now he is bringing
the type of material that would be included 
in each subject area. The committee is now work­
ing with the AICPA professional development 
division to see if this plan can be translated into 
a particular series of courses.
In addition, a subcommittee is working with 
the state societies to review their MAS profes­
sional development course offerings.
Another subcommittee is working with the 
AICPA examinations division to generate CPA 
examination questions relating to the manage­
ment advisory services field.
MAS technical studies committee. Plans are 
under way for the development of a series of six 
interrelated technical studies and a case study 
illustrating the use of a comprehensive manage­
ment information system (M IS) for a medium­
sized organization. The committee’s preparatory
lists Defliese’s achievements
to a close eight years of service on the 
Accounting Principles Board, the rule- 
making body, which he has guided as 
chairman since 1970.
“He was also on Council for six years. 
He served first as an elected member 
from New York, and then as a member 
at large.
“In addition to his Institute services, he 
has also chaired a number of commit­
tees of the New York State Society of 
CPAs, and has been a member of the 
New York State Board of Examiners.
“A  former professor of accounting, he 
has written extensively on accounting 
and auditing subjects, and is co-author 
of the eighth and ninth editions of Mont­
gomery's Auditing. He was certified 35 
years ago. He today is the managing 
partner of a great international account­
ing firm.
“In recognition of his many contribu­
tions, the American Institute of Certified 
Public Accountants awards the Gold 
Medal for Distinguished Service to Philip 
L. Defliese.”
work is complete, the author has been engaged 
and the drafting of the first study is under way.
Another project has subcommittee members 
experimenting with human resource accounting 
techniques in their own offices and with selected 
clients. After accumulating more experience in 
this area, the means of publishing information 
on this project will be determined.
Other activities include the development of a 
magazine article describing the profession’s ac­
tivities in the field of social program account­
ing (in process) and the completion of the first 
draft of a program budget controls technical 
study.
MAS committee on environmental accounting. 
This committee has surveyed a large group of 
CPA firms to determine the types of engagements 
that have been performed in environmental man­
agement. Questionnaires were designed to de­
velop input information for the following 
programs:
• The development of an Institute PD pro­
gram on ecology.
• Identification of publications on ecology that 
would be useful to the accounting profession.
• Establishment of working relationships 
with members of other professions working in 
this area.
Another program is directed toward alerting 
other committees of the Institute, such as the 
auditing procedure committee, to matters in this 
field that will have short- and long-term impact 
in their areas. In addition, some committee mem­
bers are embarking on a self-development and 
self-study program on the subject.
“Personally, I seriously doubt if we as a pro­
fession are responding rapidly enough and with 
enough horsepower,” Mr. Seitz commented.
Forecasting. A position paper on the subject of 
forecasting was submitted to the subcommittee 
on forecasting of the auditing procedure commit­
tee and ultimately to the full committee itself.
Representatives of the management advisory 
services division are now serving on the auditing 
procedure subcommittee on forecasting and are 
participating in meetings with the Securities and 
Exchange Commission with other members 
of the American Institute on the matter of 
forecasting.
"The forecasting issue has presented the pro­
fession with a new kind of challenge —  a 
challenge to our traditional method of solving 
technical problems and issuing professional pro­
nouncements,” said Mr. Seitz. "W e hope that 
the profession’s response of using a combination 
of talents continues and expands.” 
Independence. Mr. Seitz then went on to 
comment on the vital area of MAS and inde­
pendence. He related that, in a meeting this year 
with SEC Commissioners, his committee argued 
that "there is a vital need for consultative serv­
ices in both our private and public sectors if we 
are to continue to have the most dynamic eco­
nomic system and a government that serves its 
constituency in an efficient and effective manner. 
Businessmen and government leaders will use 
consultants. It will simply be a question of who.” 
Mr. Seitz concluded, "W e told them we 
thought we, as professionals, should be an in­
tegral part of this group.”
Public school finance is explained in new Institute publication
Managing Public School Dollars, a booklet 
explaining in layman’s language the basic ele­
ments of school finance, has been released by the 
American Institute as a new community rela­
tions tool for CPAs.
The booklet updates the Institute’s 1963 pub­
lication, Public School Costs, many thousands of 
copies of which were distributed by AICPA 
members to school boards and school adminis­
trators in their communities. The new booklet 
sets forth how school finances have been affected 
by recent developments in education.
It outlines the roles of school board members,
school administrators, faculty and members of 
the community in setting and reaching educa­
tional goals. Traditional business tools and data 
applicable to public school systems are described, 
as are such newer managerial techniques as plan­
ning-programing-budgeting systems.
In addition, the booklet reproduces sample 
budget guidelines, budgets, enrollment projec­
tions, etc.
Copies may be obtained from the AICPA or­
der department for $.75 each, with the 20 per 
cent membership discount in effect for orders of 
$2.50 or more.
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Code of Ethics. Implementation of these recom­
mendations would require Institute and state 
society bylaw amendments and entail consider­
able coordination with state societies, the Na­
tional Association of State Boards of Account­
ancy and state boards. Briefly, it is recommended 
that the AICPA and state societies, because of 
the identity of their interests in this area, com­
bine their investigative and disciplinary efforts. 
The proposal is practical and would vastly im­
prove the profession’s present procedures. The 
real problem is whether these procedures can 
be implemented soon enough and whether, even 
then, they would be sufficiently effective.
Scope of practice
It is time the profession made a comprehen­
sive effort to define the rationale for, or the pro­
fessional commonality of, the various services 
that public accounting firms perform. If we do 
not, the decision eventually could be forced upon 
us and result in boundaries that I suspect would 
not be to our liking. Why not face the issue 
ourselves, now, while we still have a relatively 
wide freedom of choice?
We have been struggling with a number of 
problems that I believe have their roots in this 
lack of definition, but our attempts to solve them 
piecemeal so far have met with failure or incon­
clusive results. For example:
• The lack of recognition for non-CPA spe­
cialists, mainly in the consulting area, is causing 
problems for a number of CPA firms. However, 
numerous studies of specialization, sections, sub­
divisions, associate memberships and even an 
associated organization have made little prog­
ress. For true recognition, educational require­
ments should be established, a method of testing 
qualifications devised, performance standards 
promulgated and the maintenance of quality 
performance put under self-regulatory control. I 
believe these steps could be accomplished if all 
services rendered by accounting firms had a 
common professional orientation. Whether they 
now do or do not should be established.
• Some services, generally in the various con­
sulting areas, have been questioned by a number 
of critics because of their effects on the inde­
pendence of the CPA who is also exercising the 
attest function. Even in those cases where logical
analysis indicates that there should be no actual 
loss of independence, the appearance of loss of 
independence seems just as disturbing to our 
critics. Either actual loss of independence or the 
appearance of loss of independence can have a 
serious impact on the profession in these critical 
times.
• The extension of services into almost un­
limited areas, even though sufficient levels of 
expertise are maintained, may either detract 
from the professional nature of public account­
ing or provide a useful service to the public and 
a diversification for the profession. Both may re­
sult; the question then would be to determine 
which is overriding on a long-range basis.
• The lack of sufficient formal higher edu­
cational facilities in support of our profession 
has been a great concern of both practitioners 
and accounting educators for some time. At 
least one facet of this problem lies in the lack 
of definition of the scope of our practice. The 
question of whether or not professional schools 
of accounting are necessary and feasible could 
better be determined if the professional com­
monality of our services were established first.
• The lack of a clear, logical definition of 
our profession’s full role in serving the public 
could be inhibiting us in some respects. The 
spectre of litigation may cause the profession 
to shy away from areas where it is better quali­
fied than others to perform such useful services 
for the public as compliance and performance 
auditing, and forecasts. I am sure other services 
exist and still others will become potential op­
portunities in the future. If we could define the 
rationale for the professional commonality of 
our services, we then would have the necessary 
basis for establishing the qualifications, stand­
ards and performance controls necessary to put 
the problem of litigation within some reason­
able bounds.
I intend to ask the proper committee or com­
bination of committees to study these problems.
Study of objectives of accounting
One important task in the coming year will 
be to take appropriate action on the Trueblood 
committee’s study of accounting objectives.
While the quality of our professional per­
formance may be the most important issue di­
rectly under our own control, the relevancy of
accounting to the needs of society is paramount. 
Either our system of financial reporting and our 
role in it will adequately serve society or some 
other system will replace it. Thus, the study on 
accounting objectives takes on added signifi­
cance, particularly in view of the claims by so 
many that today’s financial reports are obsolete 
—a claim they support with considerable logic.
I don’t know whether the study group will 
recommend steps for implementing the inevita­
ble changes that must come or whether it will 
confine its effort only to the needed changes. 
In my opinion, it is unreasonable to expect the 
Financial Accounting Standards Board to bear 
the entire brunt of implementation. The FASB 
will be on the firing line, under direct pressure 
from many organizations and interests, some of 
which will be attempting to hold the status quo. 
As one of the groups making recommendations 
to the new board, the Institute should direct 
considerable talent and resources to assist the 
FASB to make all changes necessary to first se­
cure and then enhance accounting’s role in meet­
ing the needs of society.
The profession’s expanding social obligations
Our profession, like all other segments of the 
free enterprise system, is expected to contribute 
to the solution of social problems far beyond 
the fulfillment of its regular role. Much is being 
accomplished by our profession, probably more 
than we realize, but more could be done. For 
example:
• The programs sponsored by the committee 
on minority recruitment and equal opportunity 
have met with considerable success, but many 
members—or their firms—have not contributed 
to the Accounting Education Fund for Disad­
vantaged Students, recruited at predominantly 
black schools or hired nonwhite professional 
staff.
• The committee on economic opportunity 
has been remarkably successful in developing a 
program under which state societies have helped 
minority entrepreneurs set up and run their own 
businesses. However, only about half the state 
societies are enrolled in the program.
• The committee on ecology is attempting to 
define areas where contributions can be made 
by CPAs in managing the environment. It is 
believed that the capabilities of the accounting 
profession can be useful to government and in­
dustry in pollution control and other ecology 
programs.
• In terms of contributed hours, by far the 
greatest effort is being made at the local and 
state levels. Though it has never been tabulated, 
I would guess that several millions of man hours 
per year are being contributed by individual 
CPAs who are donating their special skills for 
the benefit of local and state governments, school 
districts, churches, charities, foundations, univer­
sities, civic clubs and a host of other worthy 
causes.
Other than the tax field, this effort has not 
been matched at the federal government level. 
However, with the expansion of the Washing­
ton, D.C., office, the AICPA will be able to 
participate to a much greater extent in develop­
ments in this key area.
Public relations
If there is any area where I feel unqualified, 
it is in public relations. I am sure, though, in 
spite of a valiant effort on the part of the Insti­
tute’s PR division, we are not getting our story 
across. It may be that we:
• Are too defensive in the face of mounting 
criticism of accounting principles. W e shouldn’t 
be; our effort in time and effectiveness on this 
problem far exceeds the total effort from all 
other sources combined.
• Could use a "truth squad” to set the record 
straight when unjust accusations are publicly 
aired on specific financial reports. Of course, the 
truth must be determinable and the accusation 
truly unjust; we cannot ever afford to defend 
substandard financial reporting.
• Are too concerned with influencing our 
image at the national level, where costs are high 
and the going tough. Possibly we should be 
developing more programs that could be used 
by state societies and local chapters. I am sure 
that many members have valuable contacts with 
local newspapers, radio stations, TV stations, 
etc., that could be used.
I have raised questions without knowledge of 
the answers. During the coming year, though, 
we will search diligently for the answers that 
will, I hope, improve our public posture.
Organizational cooperation
In the present relationship between the AICPA 
and state societies, I sense little real enthusiasm
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for concurrent membership, but there is obvious 
recognition of the need for cooperation and co­
ordination among all professional bodies. We 
are one profession and the scope of services of 
the great majority of our members has become 
interstate— even international for a lesser though 
still substantial number. One well-integrated, 
efficient organization with state divisions and 
local chapters may be the ideal structure to best 
cope with our growing problems and opportuni­
ties. However, even if all were in agreement, 
such a reorganization would take years to 
implement.
For the immediate future the AICPA will do 
all that it can to increase the level of coopera­
tion and coordination with state societies. For 
example:
• Within the past year the AICPA’s depart­
ment on state society relations was elevated to 
divisional status so that it could function more 
effectively.
• For next year, the state legislation commit­
tee is being reorganized so that it can deal more 
effectively with the separate problems of legis­
lative policy and legislative tactics.
• Several months ago, at a joint meeting of 
the state society relations committee, the task
There may be an "impressively large” oppor­
tunity for accountants to use their services in 
the new area of social measurement, Arthur B. 
Toan, Jr., chairman of the new AICPA com­
mittee on social measurement, reported at the 
Council meeting in Denver on September 30.
"Clearly,” he said, "there should be opportu­
nities for management services personnel to 
apply their skills in the design and implementa­
tion of new measurement systems, in the inte­
gration of these systems with financial and 
accounting systems and in the modification or 
creation of appropriate systems of financial plan­
ning and control.
"Not quite as clear, but highly probable,” he 
added, "should be the need for an independent 
attestation of selected measurements to meet the 
rquirements of governmental regulations or a 
congressional body or the voluntary wishes of 
management.
"Somewhat less likely but still far from out of
force on concurrent membership, the president 
of the State Executives Association and key 
AICPA staff, many activities were identified 
where improved cooperation was needed. The 
meeting was revealing and some matters were 
quite jolting to those representing the AICPA. 
As a direct result, five state society executive 
directors are each developing a paper on one of 
the following topics: coordination, membership 
procedures, ethics, required continuing educa­
tion and public relations. The AICPA will do 
all in its power to respond to the suggestions 
made and hopes to hold similar joint meetings 
in the future.
Conclusion
By mentioning a few areas for special atten­
tion, I do not mean to imply that the many 
other on-going activities are any less important. 
I am in awe at the number of projects and func­
tions being worked upon, at the careful short- 
range and long-range planning that goes into 
the AICPA’s operations and the dedication and 
ability of staff members. All of this, with the 
support of the members of the AICPA and state 
societies, will be needed to meet the many criti­
cal challenges facing the profession.
the question may be the involvement of profes­
sional tax personnel as a result of the develop­
ment of systems of taxation embodying penalties 
and incentives intended to reward and penalize 
corporate actions in a way which will internalize 
what are now considered to be only external 
effects,” Mr. Toan said.
He saw the development of valid methods for 
measuring the social performance of govern­
ment, nonprofit and business institutions as one 
of the most urgent of today’s needs. When busi­
ness is accused of excessive preoccupation with 
economic results at the expense of the rest of 
society, Mr. Toan said, better information about 
social performance is desirable.
Of course, this is not solely an accounting 
problem, he added. Also involved are the activi­
ties of engineers, urban planners, medical pro­
fessionals, educators, sociologists, psychologists, 
businessmen, politicians and others. But leaders 
of these disciplines "realize that the task of
Toan outlines the accountant's role in social measurement
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measuring social performance cannot be carried 
out by them alone either.”
Mr. Toan reported that since the Institute re­
sources allocated to this area are limited, his 
committee has decided to concentrate its efforts 
in the corporate field, maintaining close rela­
tions, however, with government in order to en­
courage an exchange of ideas among corporate 
and noncorporate functions. It proposes to de­
velop a document which might be entitled "The 
Principles and Standards of a Corporate Social 
Report.” This would deal with such matters as:
• The purposes of measuring the social per­
formance of a corporation.
• The nature of the activities to be measured.
Skinner discusses current prospects 
for legislative changes in Code
Robert G. Skinner, chairman of the executive 
committee of the federal taxation division, told 
Council that the division is "braced for a chal­
lenging and exceptionally busy year ahead.” He 
explained briefly the division’s planned recom­
mendations for tax legislation in the following 
areas:
• Capital gains. The division expects to have 
a draft position paper on the federal income tax 
treatment of capital gains ready for review at 
its meeting in December.
• VA T. The division has prepared a pre­
liminary report on how the value-added tax 
works in anticipation that VAT will be discussed 
in Congress next year. The report also discusses 
the application of the tax, the advantages and 
disadvantages of the concept and its potential
Nominations committee for 1972-73
At its meeting on September 30, Council 
elected the following to serve on the 
1972-73 committee on nominations:
Walter J. Oliphant, Illinois, chairman 
Donald T. Burns, California 
Sidney A. Champagne, Louisiana 
Samuel J. Duboff, New York 
Anthony Gerharz, Jr., Montana 
Paul Lambert, Jr., District of Columbia 
Henry J. Lunnemann, Missouri
• The criteria to be employed in deciding 
whether specific activities should be included or 
excluded.
• The more appropriate types of measure­
ment.
• Answers to specific measurement problems.
• Standards and forms of reporting.
In conclusion, Mr. Toan said, "If we remem­
ber the many years of effort which have gone 
into the development of systems of financial and 
economic measurement and the substantial un­
finished task which remains— and do not expect 
too much of social measurement at the outset— 
we may indeed develop systems of social meas­
urement which do produce significant results.”
impact on the current tax system. Although there 
has been considerable opposition to this tax, the 
division’s preparatory work will enable the In­
stitute to react to congressional discussion on an 
informed basis.
• Estate and gift tax reform. The division 
expects to have a comprehensive position paper 
on estate and gift taxation ready for possible 
congressional deliberations next year.
• Changes in the private pension system. The 
Institute’s testimony last May before the House 
Ways and Means Committee drew upon the 
work of a special advisory group appointed by 
the tax division to study employee benefit plans 
and to suggest improvements in this area. At the 
hearings on the proposed Individual Retirement 
Benefits Act, the Institute stressed that more 
equality should exist between qualified pension 
and profit-sharing plans for self-employed indi­
viduals and their corporate counterparts.
In discussing "an increasingly urgent need for 
simplification of our tax laws,” Mr. Skinner 
said, "I hope that we can effectively promote 
greater overall simplification in the next major 
tax legislative package. Failure may lead to fur­
ther lack of confidence in our tax system, even 
greater corruption in compliance with the tax 
laws of this country, and a complete breakdown 
of our self-assessment system.”
Mr. Skinner cautioned that "we should guard 
against adding more complexities and ambigui­
ties to the accumulation of complexities and am­
biguities already in the Code in the process of 
reforming it.”
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Ethics committee answers members query on independence
Ed N o t e : This ruling of the committee on pro­
fessional ethics represents a modification of one 
published in the May 1972 CPA (p. 3 ).
Q . The issuance of APB Opinion No. 18 
raises the following questions on independence:
Investor and Investee Companies are audited 
by A and B, respectively. Investor Company 
owns 20 per cent of the common stock of In­
vestee Company and accounts for its investment 
on the equity method under APB Opinion No. 
18. Obviously, A must be independent of In­
vestor Company and B independent of Investee 
Company.
1. Must A be independent of Investee Com­
pany?
2. Must B be independent of Investor Com­
pany?
A. The committee believes that if the Inves­
tor Company's investment in Investee Company 
or the increase in equity in the investment con­
stitutes more than a few per cent of the assets 
or operations of Investor Company, A should be 
independent of Investee Company and B should
be independent of Investor Company.
The fundamental reasoning of the APB in its 
conclusion in Opinion No. 18 was that a 20 per 
cent investment, in the absence of evidence to 
the contrary, enables Investor to exercise sig­
nificant influence over Investee. Although full 
consolidation of Investee Company would not 
be appropriate, the impact of the equity method 
of accounting required by the APB on income, 
net assets and net worth of Investor Company 
would be the same as if Investee Company were 
an unconsolidated subsidiary or majority owned 
affiliate. Therefore, an investment by A in In­
vestee Company would have many of the same 
characteristics as would a direct financial inter­
est in a subsidiary of Investor Company. Further, 
such an investment by A could affect his judg­
ment as to the acceptability of B’s report on 
Investee Company. An investment by Auditor B 
in Investor Company could jeopardize his in­
dependence as to Investee Company because 
the financial results of Investee Company di­
rectly affect the financial statements of Investor 
Company.
ARA decides to fund Financial Accounting Standards Board
At its annual meeting in Denver on October
1, the Board of Trustees of the Accounting Re­
search Association, on the recommendation of 
the AICPA Board of Directors, agreed to "raise 
funds from sources within the accounting pro­
fession to ensure that the Financial Accounting 
Foundation receives in each of the five years 
commencing January 1, 1973, at least $2 million 
from members of the accounting profession.”
The sum to be raised will come from dues 
paid to the ARA by member firms and individ­
uals in accordance with a revised ARA dues 
schedule, which will be released shortly, and 
from other sources within the accounting pro­
fession.
The schedule limits the dues payment of any 
one firm to 10 per cent of the annual commit­
ment to the Financial Accounting Standards 
Board, thereby assuring broad support for the 
new board within the framework of a voluntary 
funding plan.
The ARA will continue to fund the APB and 
AICPA accounting research division through
the date of its termination early in 1973.
The Board also elected the following officers 
of the ARA for 1972-73: Winston Brooke, pres­
ident; Max Myers, vice president; and Norton 
M. Bedford, secretary-treasurer.
ARA Board of Trustees— 1972-73
The following members were elected by 
the AICPA Board of Directors to serve 
as trustees of the Accounting Research 
Association:
Winston Brooke, Alabama 
Max Myers, Missouri 
Norton M. Bedford, Illinois 
Oral L. Luper, Texas 
Wallace E. Olson, New York 
James E. Seitz, California
Messrs. Brooke and Myers were named 
chairman and vice chairman, respective­
ly, of the Board of Trustees.
from  the Executive Vice President 
WALLACE E. OLSON
E d. N o t e : This column is an adaptation of 
Mr. Olson’s report to Council on September 30, 
1972, in Denver.
A time for change in changing times
It has been observed by John Gardner and 
others that the lifeblood of any organized group 
is its ability to be self-renewing. This implies 
that a profession must be continually alert to the 
changes that are taking place and be willing to 
keep its activities relevant to the times.
The impact on people of the rapidly acceler­
ating rate of change in our society is discussed 
by Alvin Toffler in his book Future Shock. He 
makes it clear that now more than ever we need 
to be able to adjust to changing circumstances 
if we are to avoid a breakdown.
We need not be discouraged by change since 
that which is new is generally only an extension 
of what we already know. It is not necessary to 
abandon all our present knowledge and proce­
dures to cope with change, but we must con­
stantly reappraise our performance and tinker 
with our machinery to keep it working at peak 
effectiveness.
What does this have to do with the public 
accounting profession? It suggests that we need 
to do some serious thinking about what is hap­
pening in our country and in the world and to 
determine the extent to which our profession is 
affected by unfolding changes.
We are witnessing a flood of developments 
that have a significant bearing on our profession. 
This is indeed a time for change for CPAs and 
we are already reacting to meet the demands of 
changing times. But it remains to be seen 
whether we will adjust to the extent required 
or succumb to the natural desire to cling to our 
old ways.
It seems to me that the forces which we must 
reckon with affect us in three general areas which 
I would classify as follows:
• Improvement in our technical standards 
and performance.
• Regulation of our performance.
• Expansion of our role.
I would like to cover each of these areas by 
describing some of the developments which, in 
my opinion, threaten the status quo. I will also 
discuss the actions which we are taking —  or, in 
some cases, not taking — to adjust to these 
changing circumstances.
Technical standards
The most visible and highly publicized aspect 
of our profession in recent times has been our 
role in setting accounting and reporting stand­
ards and our performance in applying these 
standards when expressing our opinions on 
financial statements. When viewed in the con­
text of events of the past decade, this surge of 
attention should not be surprising.
During the 1960’s we experienced a large in­
crease in the numbers of small investors. Simul­
taneously, a new breed of managers discovered 
that they could become instant millionaires 
through a clever combination of business acqui­
sitions, public stock offerings and application of 
accounting and reporting techniques which pro­
duced instant earnings. Waiting eagerly to buy 
up the hot new issues which promised immediate 
growth and big capital gains were all the small 
investors, the gunslinger managers of the newly 
established mutual funds and the institutional 
investors. Everyone was helping to fan the 
flames of speculation and, as might have been 
predicted, the roof fell in at the end of the 
1960’s.
When the high flyers started to crash in in­
creasing numbers and the conglomerates and 
franchisers began turning sour, it was inevitable 
that financial accounting and reporting would 
come under the glare of public scrutiny. To the 
credit of the accounting profession, efforts to 
establish more extensive accounting and report­
ing standards were begun well before this. Un­
fortunately, however, the machinery established 
for this purpose did not swing into high gear 
until after multiple-choice accounting had done 
its damage.
Meanwhile, the courts got into the act when 
class action shareholder suits began to be filed by 
the score against management and auditors 
alike. Although much of the litigation is still in 
process, it seems safe to conclude, on the basis 
of completed cases, that literal adherence to the 
profession’s standards provides no sure guaran-
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Announcing a publication that seeks guidelines 
and strategies for the new era of social accountability
Social Measurement
Points of View of Sociologists, Businessmen, 
Political Scientists, Government Officials, 
Economists and CPAs
As you are certainly aware, businesses large and small can no longer 
ignore the social consequences of their products and policies. Actually, a 
large number are deeply involved in many new areas of social accountability 
—consumer protection, pollution control, minority hiring, employee ben­
efits, conservation of natural resources.
Inevitably, social accountability calls for a closer alliance among business, 
government, and social scientists. For the CPA, it means a rapidly broaden­
ing sphere of responsibilities and functions. And new techniques are vital 
if companies are to fully and accurately measure and report what they are 
doing to develop programs and policies that are socially responsible.
Eager to break ground in this growing area, the American Institute re­
cently sponsored an informal roundtable composed of experts in a variety 
of fields—businessmen . . . economists . . . CPAs . . . social and political 
scientists. The purpose was to chart specific goals, principles and guidelines 
for new areas of "social auditing.”
Social Measurement is the actual transcript of this important symposium. 
It enables you to sit in on these stimulating, thought-provoking conversations 
and discussions and gives you a valuable overview of the major problems 
and exciting possibilities involved . . .  as well as some of the pioneering 
strategies now being used by various companies.
Informal and conversational in structure, Social Measurement presents 
all of the struggle, conflict and brainstorming which resulted from the 
meeting of these disparate fields. By absorbing the discussions and com­
ments, you will quickly realize what is now being done and what can be 
done when different outlooks and opinions merge.
There is no doubt that accounting principles and techniques are taking 
on broader social dimensions. To the extent that Social Measurement offers 
first-hand insight into this important subject, it deserves the careful atten­
tion of every member. 123 pages. Paperbound. List price $5.00 per copy.
DISCOUNT PRICE TO AICPA MEMBERS $4.00
SEE REVERSE SIDE FOR ADDITIONAL INFORMATION AND 
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A comprehensive review of current standards 
and practices in segment reporting
Reporting by Diversified 
Companies
Current recommended practices in Canada, 
the United K ingdom  and the United States
The various segments of diversified companies are frequently subject to 
widely different rates of profitability, degrees of risk and opportunities for 
growth. As a result, more and more companies are presenting individual 
reports for each of their segments as an aid to investors, creditors and other 
members of the financial community.
Reporting by Diversified Companies— the fifth in a series of studies by 
the Accountants International Study Group— discusses current requirements 
and standards as they now exist in Canada, the United Kingdom and the 
United States.
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nized forms of diversity as well as the information requirements for report­
ing each "line of business” and "class of similar products and services.” You 
will also have an opportunity to review pertinent statements of the Canada 
Corporations Act and the United Kingdom’s Companies Act of 1967.
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items among segments . . . and reporting inter-segment transactions.
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tee of freedom from liability. Instead, there is 
a growing consensus outside the profession that 
we auditors have an overriding obligation to 
form a reasonable man’s judgment about the 
fairness of financial statements, which is a re­
sponsibility that goes well beyond mere adher­
ence to generally accepted standards.
What actions have we taken or are we taking 
to cope with this state of affairs?
In January 1971 it was apparent to many of 
the leaders of our profession that a major reap­
praisal was imperative. By March 1971 two 
study groups were appointed, one under the 
chairmanship of Frank Wheat to study the man­
ner in which accounting principles should be 
established and a second under Robert True­
blood to study the objectives of financial ac­
counting and reporting.
By now everyone is familiar with the report 
of the Wheat Committee and its recommen­
dations. The proposed Financial Accounting 
Foundation has been established and the new 
Financial Accounting Standards Board is cur­
rently being formed.
The second study group is still hard at work 
on its very difficult task. What it will have to say 
at the conclusion of its study should have a pro­
found effect on the form and content of financial 
reporting in the future.
In the meantime, the establishment of the 
FASB as an independent body to set financial 
accounting and reporting standards represents a 
significant shift in our role. The public account­
ing profession will no longer bear primary re­
sponsibility for setting the standards. Instead, 
it will be only one of many interested groups 
seeking to influence the pronouncements of the 
new independent board. It is true, however, that 
ours will be an influential voice and that we will 
continue to have an important interlock with 
the Foundation through appointment of the 
trustees. We shall also have representatives 
serving on the Advisory Council.
Those responsible for the affairs of the Amer­
ican Institute have recognized the change in the 
profession’s role and are in the process of setting 
up the machinery to take official positions on ac­
counting standards in behalf of the profession.
Let me cite a few additional forces that are 
gnawing away at our accounting world. Most of 
the federal regulatory agencies, the Internal Rev­
enue Service, the stock exchanges and industry 
organizations such as the Financial Executives 
Institute and National Association of Account­
ants are all deeply interested in various aspects 
of accounting standards. This multiplicity of in­
terest and participation in the setting of stand­
ards should make it clear that this function is 
no longer our exclusive province. If we accept 
this as a fact of life, perhaps we shall become 
less preoccupied with attempting to guard rights 
which are no longer exclusive and pay more at­
tention to doing a more effective job of auditing.
I am not suggesting that we should abandon 
playing a major role in setting accounting stand­
ards. However, the many developments in re­
cent years suggest that we need to stand back 
and reappraise our position and to decide what 
adjustments in our thinking are needed to re­
main responsive to the demands of our times. 
In my view, the overriding public need is for 
auditors who will do a more effective job of 
sounding the alarm when form is lacking in sub­
stance and flies in the face of a reasonable man’s 
judgment. This implies that we need to give 
renewed attention to more effective auditing and 
reporting techniques.
Regulating performance
The problems in the securities markets have 
raised a host of questions having to do with the 
effectiveness of regulatory machinery. The Secu­
rities and Exchange Commission has been the 
subject of intensive reviews by congressional 
groups such as the Moss and Williams commit-
Awards Committee Chairman J. S. Seidman (l.) pre­
sents the Gold Medal Award to Philip L. Defliese at 
the annual business session in Denver last month.
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tees. It has been widely criticized for failure to 
invoke its regulatory powers sufficiently to avoid 
wholesale failures of broker-dealers, the back- 
office problem, abuses within the stock ex­
changes and rampant speculation in hot new 
stock issues. The investigations both within and 
without the SEC are still unfolding, but it is 
abundantly clear that better regulation and en­
forcement have become prime objectives.
So far, congressional and public concern about 
regulation has not focused on the public account­
ing profession. But it may be only a matter of 
time before this happens. When it does, we can 
expect a whole new chorus of criticism which 
could easily lead to more extensive federal regu­
lation than presently exists under the SEC, the 
IRS and other agencies.
What steps are we taking in anticipation of 
this development?
I hope that the first thing which comes to your 
mind is the proposed restatement of our Code 
of Ethics. Since the Code constitutes the founda­
tion of our disciplinary machinery, the restate­
ment is an important first step toward effective 
regulation. If we fail to take this step, we shall 
be demonstrating that we have no real intent to 
regulate ourselves, and we can expect the result­
ing vacuum to be filled by others. I strongly urge 
you not only to vote in favor of the new Code 
yourself but to urge others to do so as well.
An interesting development has been the re­
cent proposal by the SEC to utilize the Insti­
tute’s quality review program to review CPA 
firms doing substandard work before the Com­
mission. Such reviews would form a part of its 
system of sanctions. We are studying this pro­
posal carefully to identify the various liability 
and other problems that might be involved and 
expect to explore the matter further with the 
SEC.
1973 annual meeting reminder
Members are reminded that the AICPA’s 
86th annual meeting will be held Octo­
ber 14-17, 1973, in Atlanta, Georgia. 
The joint headquarters hotels are the 
Regency Hyatt House and the Marriott 
Motor Hotel. Further details will be re­
ported in later issues of The CPA.
Another step being contemplated to improve 
the profession’s self-regulation is a proposal to 
integrate the disciplinary machinery of the In­
stitute and the state societies. It is anticipated 
that during the coming year exploratory discus­
sions will be held to determine the feasibility of 
establishing a consolidated trial board and in­
tegrating the work of the ethics committees of 
the state societies with that of the Institute’s 
ethics division. If the plan proves to be work­
able, it would have the merit of eliminating part 
of the duplication of effort, providing more uni­
formity in disciplinary actions and establishing 
a means of more effectively bringing discipli­
nary matters before the state boards of account­
ancy.
None of us want to see our members disci­
plined when education might yield a better re­
sult, but it seems evident that public concern 
makes a system of self-regulation a vital neces­
sity. Without such a system, the balance between 
conflicting pressures would, in the eyes of the 
public, tip in the direction of yielding to unwar­
ranted client demands. Indeed, there are those 
who presently assert that the countervailing 
pressures of our existing disciplinary machinery 
are already too weak to withstand the forces of 
special client interests.
It is crucial, then, to our credibility that we 
carry on a vigorous program of self-discipline. 
Such a program must not only be effective but 
must be perceived to be effective by the public at 
large.
Expansion of our role
A third area where external events are likely 
to have a substantial effect is what I have labeled 
"expansion of our role.” We are all familiar 
with the enormous growth in social welfare pro­
grams and the concern for a better quality of 
life. Ecology programs, revenue-sharing, minor­
ity assistance and productivity incentives are all 
matters that will urgently require new forms of 
measurement and evaluation. Unless we move 
into this area with great vigor and imagination, 
we shall miss a great opportunity to serve and 
to expand our usefulness to society. We ought 
not hold back simply because the problems will 
be difficult to solve or because they involve some­
thing new.
The General Accounting Office is already do­
ing extensive work on performance and effective­
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ness auditing under these social programs. We 
ought to be participating more extensively in 
this effort.
A first step was taken during the past year 
when a meeting on the subject was sponsored by 
the Institute. A second step has been taken by 
the appointment of a new committee to work on 
all facets of social measurements.
Developments in this area point up once again 
the need for our profession to remain alert to 
new trends and to adjust quickly enough to seize 
upon opportunities when they occur.
By touching on some of the highlights of what 
has been developing within the business com­
munity in recent years, I have tried to place our 
present status as a profession in perspective and 
to explain some of the reasons why we are cur­
rently undergoing change and why we can ex­
pect even more change in the future. I am firmly 
convinced that we are at a crucial point in our 
history. I believe that through hard work and 
ingenuity and by regarding change as an oppor­
tunity rather than a threat, we shall find that it 
is not twilight but the dawn of a great day for 
the profession.
Samuel J. Broad
Samuel J. Broad, president of the American 
Institute in 1944-45.and the first chairman of 
the Institute’s committee on auditing procedure, 
died on October 11 in Scarsdale, New York. He 
was 79 years old.
Born in England and educated at Queens Uni­
versity in Kingston, Canada, Mr. Broad became 
a member of the Canadian Institute of Chartered 
Accountants in 1915 and of the American Insti­
tute in 1921. In 1916 he joined Peat, Marwick, 
Mitchell & Co. and became a partner in 1927. 
He retired from public practice in 1959.
Mr. Broad took an active part in the Institute’s 
activities. In addition to serving as a member of 
numerous committees and of the Trial Board, 
he was chairman of the committees on relations 
with the SEC, accounting procedures, profes­
sional ethics, nominations and accounting per­
sonnel. He was also an Institute vice president 
and treasurer and a member of Council from 1939.
In 1952 Mr. Broad received the AICPA Gold 
Medal Award for Distinguished Service to the 
Profession and in 1954 was elected to The Ohio 
State University Accounting Hall of Fame.
Results of Council elections
At its meeting in Denver on September 30, 
held in conjunction with the Institute’s annual 
meeting, the AICPA Council elected LeRoy 
Layton, of New York, as president. William T. 
Barnes, of the District of Columbia, Edward A. 
DeMiller, Jr., of Mississippi, Max Myers, of 
Missouri, and James E. Seitz, of California, were 
named vice presidents, and Harry F. Reiss, Jr., 
of New York, was re-elected treasurer.
In addition, Council members formally elect­
ed Wallace E. Olson as the Institute’s executive 
vice president (The CPA, July-Aug.72, p.3).
Seven members selected by the nominations 
committee and listed in the May 1972 CPA 
(pp.4-5) were elected to Council as members at 
large for three-year terms. They are:
Andrew Barr, District of Columbia 
Willard G. Bowen, Colorado 
Marjorie June, Illinois 
John R. Meinert, Illinois 
Bert N. Mitchell, New York 
Frank T. Weston, New York 
Charles T. Zlatkovich, Texas 
Matthew F. Blake and Philip L. Defliese, both 
of New York, were elected to two-year terms as 
Council members at large to fill vacancies cre­
ated by the election of officers.
Donald E. Balderson, of the District of Co­
lumbia, and John A. Bernauer, of Illinois, were 
elected to two-year terms as directly elected 
members to fill vacancies created by the election 
of an officer and of a member at large.
In addition, Council elected Lawrence M. 
Walsh, of Pennsylvania, and Lorin H. Wilson, 
of California, to two-year terms as directly 
elected members to fill vacancies created by the 
resignations of Philip G. Zink, Jr., and Joseph F. 
Spilberg. Mr. Zink resigned to become the 
Pennsylvania Institute of CPAs’ designated rep­
resentative on Council, and Mr. Spilberg resigned 
because of his move from California to Penn­
sylvania.
Council also elected the following members 
to serve on the Board of Directors for three-year 
terms:
George E. Doty, New York 
William B. Nicol, Ohio 
Wilbur H. Stevens, California 
The Council members chosen by direct elec­
tion, who were listed in the September CPA 
(p .9), were installed at the meeting.
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Holton reviews work of auditing 
procedure committee—present and future
Thomas L. Holton, chairman of the commit­
tee on auditing procedure, reported to Council 
that his 1971-72 committee had been authorized 
by the Board of Directors to continue working 
on four projects which it had brought near to 
completion. It was expected that the work would 
be completed by November 8, the date of the 
first meeting of the new committee.
The four proposed Statements on Auditing 
Procedure are titled:
• "Reports on Internal Control Based on Cri­
teria Established by Governmental Agencies.”
• "Reporting on Consistency and Accounting 
Changes.”
• "The Study and Evaluation of Internal 
Control.”
• "Codification of Statements on Auditing 
Procedure.”
Looking toward the work facing the incom­
ing committee, Mr. Holton listed the following 
topics as being of importance:
• Transactions with affiliates.
• Degrees of qualification.
• Unaudited financial statements.
• Negative assurance.
• Reporting on forecasts.
Mr. Holton singled out unaudited financial 
statements as "one of the hottest topics being 
discussed by auditors these days.”
He said that a special task force had been ap­
pointed to study the subject "particularly to re­
view SAP No. 38 in the light of the New York 
court decision of the 1136 Tenants’ Corporation 
case.”
He said that the task force had addressed it­
self to a consideration of the ramifications of 
the court decision and its effect on the profession 
and that the group had submitted a progress re­
port which "indicates that they may well con­
clude that our present literature is basically 
sound, although practitioners may need addi­
tional guidance in applying the literature in day- 
to-day practice.”
Mr. Holton drew Council’s attention to plans 
to devote the December Journal of Accountancy 
to unaudited financial statement problems, and 
added:
"Reactions to this issue of The Journal from 
members of the profession may be very helpful
in finally deciding whether a new SAP is 
necessary.”
Mr. Holton said that there had been extensive 
discussion lately on the desirability of companies’ 
publishing forecasts of financial results and 
pointed to possible changes in the Securities and 
Exchange Commission’s position.
He said that a subcommittee is working on 
the issue and is addressing itself to the follow­
ing questions:
• Is it appropriate for a CPA to be associated 
with forecasts of financial information made 
available to the general public?
• Is it appropriate for a CPA to expertise a 
forecast under Section 11 of the Securities Act 
of 1933?
• Must management assume primary respon­
sibility for any financial forecast, or is it appro­
priate for a CPA, in effect, to prepare a forecast 
on his own and then give an opinion on it?
• What responsibility should the CPA have 
for the assumptions used in making a forecast?
• How should the adequacy of disclosure 
standard be applied to forecasts, particularly 
with regard to disclosure of the assumptions?
AICPA clarifies effective date 
for “Hospital Audit Guide”
The effective date for the Hospital 
Audit Guide, which was published by the 
Institute in August (The CPA, Oct.72, p. 
2), should be for fiscal years beginning 
after June 30, 1972, according to the 
AICPA health care institutions commit­
tee. An effective date was not included 
in the document itself. The committee 
believes that even earlier application of 
the recommendations on accounting set 
forth in the guide will be possible be­
cause drafts of the guide were widely 
circulated prior to publication.
Many hospitals and their CPAs have 
indicated that they have in fact imple­
mented the guide for fiscal years ending 
in 1972.
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Minutes of the annual  meeting: Denver, Colorado, October 4 , 1972
The eighty-fifth annual meeting of the Ameri­
can Institute of Certified Public Accountants 
convened at 9:30 a .m ., October 4, 1972, at the 
Convention Complex Theater, Denver, Colo­
rado. President Walter J. Oliphant presided.
Guests from other countries
The chairman introduced the following rep­
resentatives of accounting organizations of other 
countries: Alberto Almada Rodrigues, first vice 
president of the Brazilian Institute of Account­
ants; Eric Potthoff, president of the German 
Institute of Accountants; and Julio Freyssinier, 
president, and Jorge Barajas, executive director, 
of the Mexican Institute of Public Accountants.
All brought greetings to their American col­
leagues from their organizations.
The chairman reminded members that A. J. 
Little, president of the Canadian Institute of 
Chartered Accountants, had addressed the group 
on October 2 since he could not be present for 
this session.
Approval of minutes
Minutes of the annual meeting of October 11, 
1971, were approved as printed and circulated 
to the members in the November 1971 issue of 
The CPA [pages 18-19].
Report of activities
The chairman announced that the report of 
AICPA activities for 1972, entitled "The Ac­
counting Profession: A Time of Great Events,” 
had been mailed to all members of the Institute. 
Those present received copies of the report upon 
registration.
Report of the auditors
William H. Conkling, Jr., partner of Hurd­
man and Cranstoun, Penney & Co., reported that 
the financial statements and the changes in fund 
balance of the Institute and its affiliated corpora­
tions fairly presented their financial condition on 
August 3 1 , 1972, and 1971.
Mr. Conkling announced that for the first time 
this year, in early compliance with a recently is­
sued Accounting Principles Board Opinion, the 
AICPA financial statements include a note sum­
marizing the significant accounting policies of 
the Institute.
On motion duly made and seconded, the re­
port of the auditors [see pages 24-32] was 
received.
Discussion of Code restatement
Wallace E. Olson, chairman of the Code re­
statement committee until his recent appoint­
ment as the Institute’s executive vice president, 
briefly reviewed the highlights of the proposed 
restatement of the Code of Professional Ethics. 
Mr. Olson, backed by several members of the 
restatement committee, led the discussion of the 
revision. [Ed. N o t e : In accordance with the by­
laws, the proposed Code was submitted to the 
membership for a vote by mail shortly after the 
meeting.]
Achievement awards
Mr. Oliphant introduced the accounting liter­
ature award winners, the Lester Witte Practice 
Management Award winners and the Sells 
Award winners who were in attendance. The 
presentations had been made at a breakfast meet­
ing on October 4. [For additional details, see 
page 4].
Report of the president
Mr. Oliphant reported to the membership on 
the status of the profession today and pointed out 
the need for improvement in such areas as in­
ternational accounting and the AICPA’s organ­
izational structure and bylaws. [A summary of 
Mr. Oliphant’s report appears on page 6.]
Announcement of 1973 meeting
Wilbert H. Schwotzer, chairman of the 1973 
annual meeting committee, invited members to 
attend next year’s meeting, which will be held 
in Atlanta.
Report of the committee on awards
J. S. Seidman, chairman of the committee on 
awards, presented the AICPA Gold Medal 
Award for Distinguished Service to Philip L. 
Defliese, managing partner of Lybrand, Ross 
Bros. & Montgomery. [The full text of the cita­
tion appears on page 7.]
Adjournment
The meeting adjourned sine die at 12:05 p .m .
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
To the Members of the American Institute 
of Certified Public Accountants
We have examined the statement of assets, liabilities and
fund balances of the American Institute of Certified Public 
Accountants as of August 31, 1972 and 1971 and the related statements 
of income and expense, changes in fund balances, and changes in finan­
cial position for the years then ended, and the statements of assets, 
liabilities and fund balances of the American Institute of Certified 
Public Accountants Foundation, the American Institute Benevolent Fund, 
Inc., and the Accounting Research Association, Inc. as of August 31, 
1972 and 1971 and the related statements of changes in fund balances 
for the years then ended. Our examinations were made in accordance 
with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances.
present fairly the financial position of each of the aforementioned 
organizations at August 31, 1972 and 1971 and the changes in fund 
balances for the years then ended, and, for the American Institute 
of Certified Public Accountants, the results of its operations and 
changes in its financial position for such years, all in conformity 
with generally accepted accounting principles applied on a consistent 
basis.
In our opinion, the financial statements identified above
CERTIFIED PUBLIC ACCOUNTANTS
New York, New York 
September 27, 1972
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STATEMENT OF ASSETS, LIABILITIES AND  FUND BALANCES
AUGUST 31, 1972 A N D  1971
ASSETS
1972 1971
Cash ________________________________________________ ____________  $ 513,738 $ 98,486
Marketable securities:
Stocks and commercial paper (quoted market: 1972, $5,596,600;
1971, $4,103,400) _________________________________________________  5,200,654 3,877,863
Bonds (quoted market: 1972, $120,200; 1971, $256,700) ________________  120,285 341,600
5,320,939 4,219,463
Accounts and notes receivable (less allowance for doubtful accounts, $ 10 ,000 )___  753,795 635,099
Due from Accounting Research Association, Inc_______ _______________ _________  136,248 14,551
Inventories (Note 2 ) ___________________________________________________________  637,357 762,303
Deferred authorship costs and prepaid expenses............. .................................  492,733 613,164
Fixed assets (Note 3 ) ____________________ _____________________________________  487,288 530,200
8,342,098 6,873,266
Endowment Fund:
Cash ............................. ..................................................................  669  884
Marketable securities (quoted market: 1972, $780,700; 1971, $634 ,600 )----- 580,629 559,562
$8,923,396 $7,433,712
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
LIABILITIES AND FUND BALANCES
Liabilities:
Note payable ______________________________________________________________ $ 5,000 $ 15,000
Accounts payable and accrued liabilities ............................................ ...........................  686,400 773,127
Advance dues and registration f e e s ..................................................................................  3,241,534 2,926,154
Unearned subscriptions and advertising ........................................................................... 1,092,795 1,137,503
5,025,729 4,851,784
Commitments and contingent liabilities (Notes 4, 5 and 6)
Fund balances:
General Fund:
Appropriated for contingencies ............................................................................... 1,000,000 1,000,000
Unappropriated .......................... ..... ..............................................................................  2,312,628 1,017,244
Total General Fund ................................................................................... 3,312,628 2,017,244
Elijah W att Sells Scholarship Fund .....................................................................................  3,741 4,238
Endowment Fund .................................... .................................................................................... 581,298 560,446
3,897,667 2,581,928
$8,923,396 $7,433,712
The accompanying notes are an integral part of the financial statements.
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A M E R IC A N  INSTITUTE OF CERTIFIED PUBLIC ACCO U N TA N TS
STATEMENT OF INCOME AND EXPENSE
YEARS ENDED AUGUST 31, 1972 A N D  1971
1972 1971
Income:
Membership d u e s ................................................................................. $4,540,770 $3,165,392
Allocation from Accounting Research Association, Inc. for accounting research
program and special research expenses..............................................  603,968 563,543
Investment and sundry income ............................................................... 219,752 180,920
Gain (loss) on sale of securities ............................................................. 62,746 (32,211)
General income ............................................................. 5,427,236 3,877,644
Income (loss) from revenue-producing activities:
CPA examinations, magazines, technical publications, and professional 
development courses:
Gross income ...................................................................... 7,155,723 5,927,858
Costs (including salaries and overhead allocated) ....................... 6,895,321 6,107,968
Income (loss) from revenue-producing activities ......................... 260,402 (180,110)
5,687,638 3,697,534
Expenses of other activities and projects:
Direct service to members:
The CPA, membership directory, technical publications, library, com­
munications with members, annual meeting ...................................  964,360 837,158
Maintenance of professional standards:
Accounting research, auditing procedures, ethics, personnel recruiting... 1,728,505 1,407,940
Activities of state societies ....................................................................  254,048 284,845
External relations:
Federal government and taxation, aids to education, universities and
other outside groups ................................................................  902,193 770,542
Internal affairs:
Council and committees (including Board of Directors), maintenance of
membership ............................................................................. 543,645 476,793
Total expenses of other activities and projects ...................  4,392,751 3,777,278
Excess of income over (under) expense:
General Fund .............................................................................  1,295,384 (79,270)
Elijah Watt Sells Scholarship Fund .................................................. (497) (474)
$1,294,887 ($ 79,744)
The accom panying notes are an integral part of the financ ia l statements.
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STATEMENT OF CHANGES IN FUND BALANCES
YEARS ENDED AUGUST 31, 1972 A N D  1971
1972 1971
General Fund:
Fund balance, beginning of year ...........................................................  $2,017,244 $2,096,514
Excess of income over (under) expense.................................................... 1,295,384 (79,270)
Fund balance, end of y e a r ............................................................. 3,31 2,628 2,017,244
Elijah Watt Sells Scholarship Fund:
Fund balance, beginning of y e a r ............................................................. 4,238 4,712
Excess of expense over income............................................................... .......... (497)  (474)
Fund balance, end of y e a r ............................................................. ........ 3,741  4,238
Endowment Fund:
Fund balance, beginning of y e a r ............................................................. 560,446 549,567
Gain on sale of securities ................................... ................................  20,852 _____10,879
Fund balance, end of y e a r ............................................................. 581,298 560,446
$3,897,667 $2,581,928
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
STATEMENT OF CHANGES IN FINANCIAL POSITION
YEARS ENDED AUGUST 31, 1972 A N D  1971
Cash and marketable securities, beginning of y e a r ...........................................
Sources of funds:
From operations— excess of income over (under) expense .........................
Add back expenses not requiring outlay of funds— depreciation and amorti­
zation of fixed assets and authorship and subscription co sts...................
Increase (decrease) in liabilities and decrease (increase) in assets:
Advance dues and registration fees ................................................
Inventories .................................................................................
Unearned subscriptions and advertising ...........................................
Note and accounts payable and accrued liabilities............................
Total sources of funds......................................................
Uses of funds:
Additions to deferred authorship costs and prepaid expenses.....................
Additions to fixed assets........................................................................
Increase (decrease) in receivables ...................................... ...................
Total uses of fund s.........................................................
Increase (decrease) in funds:
Cash ................................................................................................
Marketable securities.......................... ....................... .........................
Cash and marketable securities, end of y e a r .....................
*Restated for comparative purposes.
The accompanying notes are an integral part of the financial statements
1972
$4,317,949
1,294,887
382,179
1,677,066
315,380 
124,946 
(44,708) 
(96,727) 
1,975,957
159,549
59,287
240,393
459,229
415,252
1,101,476
1,516,728
$5,834,677
1971 * 
$3,341,588
(79,744)
242,575
162,831
657,064
(24,954)
454,504
169,511
1,418,956
354,210
161,805
(73,420)
442,595
(382,791)
1,359,152
976,361
$4,317,949
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NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 1972 A N D  1971
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
1— Following is a summary of the significant accounting policies of the Institute:
• Assets and liabilities, and revenues and expenses, are recognized on the accrual basis of 
accounting.
• Marketable securities are carried at cost. Gains and losses are recognized when securities 
are sold.
• Inventories are carried at the lower of cost (primarily first-in, first-out) or market.
• Authorship costs applicable to professional development courses and publications which the 
Institute expects will be sold in the future are amortized over a three-year period.
• Fixed assets, consisting of furniture and equipment and leasehold improvements, are carried 
at cost, less accumulated depreciation and amortization computed on the straight-line method. 
Furniture and equipment are depreciated over their estimated useful lives of from five to ten 
years and leasehold improvements are amortized over the lease period.
• Dues are recorded as income in the applicable membership period; subscription and adver­
tising revenues are reflected in income when publications are issued.
• The Institute has a retirement plan covering a majority of employees. Pension expense is 
accrued in accordance with an actuarial cost method and although contributions to the plan may 
be terminated by the Institute at any time, it is the Institute’s policy to fund pension cost accrued. 
Past-service costs under the plan are being funded over a 30-year period.
2— Inventories at August 31, 1972 and 1971 consisted of:
1972
Paper and material stock ..................................................  $ 51,631
Magazines and publications in process ..............................  135,459
Printed magazines and publications and professional develop­
ment course material .................................................... 450,267
$637,357
1971 
$ 75,561 
128,771
557,971
$762,303
3— Fixed assets at August 31, 1972 and 1971 consisted of:
1972 1971
Furniture and equipment.................................................... $434,720 $416,606
Leasehold improvements .................................................... 448,120 448,120
882,840 864,726
Less accumulated depreciation and amortization ...................  395,552 334,526
$487,288 $530,200
Depreciation and amortization charged to operations for the years ended August 3 1 ,  1972 and 1971 
amounted to $1 02,199 and $91,258, respectively.
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NOTES TO FINANCIAL STATEMENTS (continued)
AUGUST 31, 1972 A N D  1971
4— The Internal Revenue Service has completed examination of the tax returns of the Institute for the years ended 
August 31, 1969 and 1970 and has proposed assessments of $112,000, plus interest. The Institute has filed a protest 
on the basis that it had no income in the years involved that met the definition of ‘‘unrelated business income” under 
the Internal Revenue Code and that, in any event, under a proper allocation of costs and revenues no taxable income 
would result. Similar issues for the two years ended August 31, 1972 could result in assessments approximating 
$60,000. Although the Internal Revenue Code was changed effective for fiscal years beginning after December 31, 
1969, with respect to the specific inclusion of advertising revenues in “unrelated business income," the Institute be­
lieves that under a proper allocation of costs and revenues no taxable income would result for the two years ended 
August 31, 1972. As a result of the Institute's position with respect to the four years in question, no provision has 
been made in the accompanying financial statements for any income tax liabilities.
5— The Institute is liable under several leases expiring 1974 through 1978 for office and storage space at an 
aggregate annual rental of approximately $650,000 plus escalation charges. Net rent expense for the fiscal years 
ended August 31, 1972 and 1971 was approximately $591,000 and $547,000, respectively.
6— Pension expense relating to the Institute’s retirement plan amounted to approximately $296,000 and $289,000 
for the fiscal years ended August 31, 1972 and 1971, respectively. The currently estimated amount required to complete 
the funding of past-service costs under the plan is $378,000.
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
A M E R IC A N  INSTITUTE OF CERTIFIED PUBLIC ACCO U N TA N TS FO U N D AT IO N
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
AUGUST 31, 1972 A N D  1971
ASSETS
1972 1971
Cash ........................................................................................................ $ 15,244 $ 7,878
Marketable securities— at cost (quoted market: 1972, $381,900;
1971, $377 ,300 )....................................................................................  327,469 334,682
Receivables ............................................................................................... 9,380 1,450
$352,093 $344,010
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable ............................................................................... $ 2,350 $ 500
Fund balances:
Accounting research program ................................................................  21,340 15,592
Library .............................................................................................  111,107 101,865
John L. Carey Scholarship Fund ............................................................. 107,799 100,854
Accounting Education Fund for Disadvantaged Students ............................  109,497 125,199
Total fund balances .......................................................  349,743 343,510
$352,093 $344,010
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STATEMENT OF CHANGES IN FUND BALANCES
YEARS ENDED AUGUST 31, 1972 A N D  1971
1972 1971
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS FOUNDATION
Deductions:
Additions:
Investment income, less custodian fees .................................................... $ 12,998 $ 11,876
Gain on sale of securities ....................................................................  33,056 22,899
Contributions received:
Support of accounting research program ......................................... 8,410 807
John L. Carey Scholarship Fund .....................................................  1,000 1,050
Accounting Education Fund for Disadvantaged Students .....................  130,121 167,014
185,585 203,646
Contributions to American Institute of Certified Public Accountants for library
expenses ........................................................................................ 3,782 3,848
Expenditures:
Accounting research program .......................................................  5,035
John L. Carey Scholarship Fund .....................................................  6,667 3,000
Accounting Education Fund for Disadvantaged Students .....................  163,844 103,498
Other ........................................................................................ 24  10
179,352 110,356
Net increase in funds .................................................... 6,233 93,290
Fund balances, beginning of y e a r ..................................................................  343,510 250,220
Fund balances, end of y e a r ............................................  $349,743 $343,510
A M E R IC A N  INSTITUTE BENEVOLENT FUND, INC.
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE
AUGUST 31, 1972 A N D  1971
ASSETS
Cash .......................................................................................
Marketable securities— at cost (quoted market: 1972, $609,400;
1971, $ 497 ,300 )....................................................................
Accrued interest receivable .........................................................
Notes and mortgages receivable (less allowance for doubtful amounts
1972, $4,000; 1971, $3,600) ..............................................
LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable ............................................................................... $ 450 $ 600
Fund balance.............................................................................................  498,016 449,550
1972 1971
$ 31,252 $ 7,291
446,050 420,592
1,439 1,180
19,725 21,087
$498,466 $450,150
$498,466 $450,150
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STATEMENT OF CHANGES IN FUND BALANCE
YEARS ENDED AUGUST 31, 1972 A N D  1971
A M E R IC A N  INSTITUTE BENEVOLENT FUND, INC.
1972
Additions:
Contributions ......................................... ............................................ $ 27,990
Investment income ............................................................................... 14,701
Gain on sale of securities ..................................................................  31,739
Miscellaneous ....................................................................................  500
74,930
Deductions:
Assistance to members .........................................................................  23,685
Stationery, printing, and other expenses.................................................. 2,779
26,464
Net increase in fund .....................................................  48,466
Fund balance, beginning of y e a r.................................................................... 449,550
Fund balance, end of y e a r ..............................................  $498,016
A C C O U N T IN G  RESEARCH ASSO C IA T IO N , INC.
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE
AUGUST 31, 1972 A N D  1971
ASSETS
Cash ..................................................................................
Marketable securities— at cost (quoted market: 1972, $313,000;
1971, $182 ,000 )..............................................................
Dues receivable .................................................................
Other receivables ................................................................
LIABILITIES AND FUND BALANCE
Liabilities:
Due to American Institute of Certified Public Accountants..........................
Dues paid in advance...........................................................................
Accounts payable ...............................................................................
Fund balance
1972 
$ 30,404
311,000
20,957
4,084
$366,445
$136,248 
201,718 
445  
338,411 
28,034
1971
$ 23,133 
16,258 
8,734 
7,550 
55,675
31,335
2,411
33,746
21,929
427,621
$449,550
1971 
$ 7,700
183,000 
52,958 
3,368 
$247,026
$ 14,551 
204,622 
1,490 
220,663 
26,363
$366,445 $247,026
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A C C O U N T IN G  RESEARCH ASSO C IA T IO N , INC.
STATEMENT OF CHANGES IN FUND BALANCE
YEARS ENDED AUGUST 31, 1972 A N D  1971
1972
Additions:
Dues ................................................................................................. $609,229
Investment income ............................................................................... 14,545
623,774
Deductions:
Accounting research program ................................................................  603,968
Membership promotion.........................................................................  7,754
Reports to members.............................................................................  2,779
Stationery, supplies, and other expenses..................................................  7,602
622,103
Net increase in fund ................................. ....................  1,671
Fund balance, beginning of year ..................................................................  26,363
Fund balance, end of y e a r ..............................................  $ 28,034
1971
$592,491
13,481
605,972
563,543 
11,218 
5,086 
8,901 
588,748 
17,224 
9,139 
$ 26,363
The CPA is the membership bulletin of the Ameri­
can Institute of Certified Public Accountants, Inc. 
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Second-class postage paid at New York, N. Y.
DECEMBER 1972
APB approves three Opinions for publication and two for exposure
The Accounting Principles Board, at its November 1-3 meeting in New 
York City, approved for publication three APB Opinions. They are as follows:
• "Early Extinguishment of Debt,” APB Opinion No. 26. The difference 
between reacquisition price and net carrying amount of the extinguished debt 
should in all cases be recognized currently in income (for the period of extin­
guishment) as a gain or loss and identified separately.
• "Manufacturer or Dealer Lessors,” APB Opinion No. 27. Generally 
speaking, a lease should be accounted for as a sale when any one of the follow­
ing conditions is present: title to the property is transferred to the lessee at 
the end of the lease term, or the lessee has the option to obtain title at little or 
no cost at the end of the lease term, or the present value of the required rental 
payment during the term of the lease (together with related investment 
credit) is equal to or greater than the normal selling price (or fair value in 
some cases) of the leased property, or the term of the lease is substantially 
equal to the remaining economic life of the property.
A lease transaction that does not meet the above criteria must be accounted 
for under the operating method.
The sale by a manufacturer or dealer lessor to an independent financing 
institution of property subject to an operating ( continued on page 4)
Coordination of professional society efforts urged at conference
Coordination of AICPA and state society efforts was the central theme at 
the 1972 State Society Planning Conference in St. Louis, Missouri, Novem­
ber 12-15.
At an informal discussion session, Wallace E. Olson, Institute executive 
vice president, pondered what steps might be taken to better coordinate the 
efforts of the state societies and the Institute and "to weld ourselves into a 
smoothly functioning team that will achieve maximum progress for the pro­
fession.” The following are some of the areas he cited and commented on:
Political action— "Effort must be directed toward getting CPAs to run for 
elective office as well as serving on governmental agencies.”
Slow reaction time— "Vast improvement is needed in communications with­
in the profession to gain quicker understanding and acceptance of the need 
to move ahead.”
Organizational structure— "The structure of our professional societies and 
the relationship between them needs to be reappraised to eliminate any bar­
riers to full cooperation or any needless duplication of effort.”
Membership relations— "Means should be explored to bring the Institute 
closer to the membership and to expand opportu- ( continued on page 9)
2International coordination committee established by congress in Sydney
Establishment of an international coordina­
tion committee for the accountancy profession 
was one of the major steps taken at the Tenth 
International Congress of Accountants held in 
Sydney, Australia, October 16-20.
The ICCAP was the result of the approval of 
the final report submitted by the international 
working party, which had been formed at the 
Ninth International Congress in 1967. The 
ICCAP has among its objectives the following:
• To continue the efforts of the old working 
party in organizing congresses in the future, in 
particular to consider invitations submitted and 
to select the host country for the next congress;
• To encourage the establishment and devel­
opment of regional associations as a first step 
toward a possible international secretariat;
• To keep under review the developing need 
for an international secretariat;
• To recommend such changes for widening 
or amending its own work as may from time to 
time appear expedient.
The working party in its report concluded 
that the international congress "should play a 
more significant role in the continuing and pro­
gressive development of accounting thought 
and understanding,” and that "greater emphasis 
should be given to technical discussions at future 
international congresses, leading possibly to 
broad conclusions on desirable common aims.” 
The working party also concluded that an in­
ternational secretariat would be premature at 
the present time, but encouraged the develop­
ment of such regional associations as Union 
Européenne des Experts Comptables, Economi- 
ques et Financiers (UEC), Inter-American 
Accounting Conference, and the Conference of 
Asian and Pacific Accountants (CAPA).
The composition of the ICCAP was designed 
to provide "continuity of thought by nucleus 
membership of the group.” One representative 
from each of the following countries will serve
a 15-year term commencing with the completion 
of the Tenth International Congress: Australia, 
France, Netherlands, United Kingdom and the 
United States. Also, a representative from each 
of five other countries will be appointed to five- 
year terms by the countries named above. Can­
ada, the Federal Republic of Germany, India, 
Mexico and the Philippines were the original 
countries selected for such five-year terms. In 
addition, any country not already a member 
which hosts an international congress will be 
permitted to name a representative to ICCAP 
for the remainder of the original 15-year 
period.
Voting on matters brought before the inter­
national coordination committee will be on the 
basis of one vote per representative, with no 
proxies permitted. Generally, each country is ex­
pected to absorb the expenses of attendance at 
ICCAP meetings, and the country hosting the 
next international congress is to absorb secre­
tarial and related costs.
According to AICPA President LeRoy Lay­
ton, "the Tenth International Congress exceeded 
its several goals—the study groups and plenary 
sessions were stimulating and informative and 
will add significantly to the evolutionary process 
of improving accounting and auditing standards 
in many parts of the world. The approval of the 
final report of the international working party 
and the creation of the international coordina­
tion committee for the accountancy profession 
were important steps—but they were only first 
steps. If ICCAP is to move us toward a truly 
international accounting profession, it must ig­
nore its limitations, broaden its membership to 
achieve wider geographical representation, and 
work quickly and imaginatively to solve the 
many problems of establishing an international 
secretariat, and either establish machinery for 
setting standards or embrace any organized ef­
fort of others to set standards.”
Editor: Barbara J. Shildneck
Production Assistant: Linda G . Schreiber
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3Highlights of MAS division executive 
committee meeting
The executive committee of the management 
advisory services division met in Chicago, Oc­
tober 18-20. Highlights of the meeting included 
the following:
• In response to Institute President Layton’s 
comment in his annual meeting speech that he 
is considering the formation of an ad hoc com­
mittee to define the scope of CPA practice, the 
management advisory services committee will 
prepare a study giving its views on this topic. 
The study is intended to provide input to the ad 
hoc committee and would cover these matters:
1. Definition of areas of MAS practice
2. Consideration of scope-of-practice issues
a. Competence
b. Independence
c. Impact of SEC regulation
d. Audit clients vs. nonaudit clients
3. Statistics on types of MAS engagements 
and clients.
• A paper giving the MAS executive commit­
tee’s views on forecasts will be completed and 
sent to the committee on forecasting.
• Continuing consideration will be given to 
the need for professional recognition of non- 
CPAs employed by CPA firms in MAS engage­
ments. This will develop data on the number of 
firms engaged in MAS work and will include 
profiles of CPAs and non-CPAs employed in 
this area of practice. Among the approaches 
which will be considered is an Institute associate 
membership for the non-CPAs, with admission 
based on a written examination and an experi­
ence requirement.
• Work will continue on the development of 
MAS standards. Exposure of a draft of the stand­
ards at an annual meeting technical session 
evoked no substantial adverse criticism.
Auditing procedure committee approves 
new Statements and codification of SAPs
The auditing procedure committee has ap­
proved the codification of SAP Nos. 33 through 
54. The purpose of the codification is to reor­
ganize all the current Statements in a more 
usable format.
The committee has also approved "Reporting 
on Consistency and Accounting Changes” (SAP
No. 53), which identifies accounting changes 
that involve the consistency standard of report­
ing and provides guidance for applying this 
standard when accounting changes have oc­
curred. The Statement supersedes Chapter 8 of 
Statement on Auditing Procedure No. 33.
The committee approved "Reports on Internal 
Control Based on Criteria Established by Gov­
ernmental Agencies” (SAP No. 52), which sup­
plements paragraphs 28 and 32 of SAP No. 49. 
In essence it would permit the auditor to ex­
press a conclusion in relation to a governmental 
agency’s criteria for adequate internal control. 
The Statement will be the subject of a series of 
proposed auditing interpretations which are 
directed to recurring questions and illustrate re­
ports that could be used with the Statement.
The committee also approved "The Auditor's 
Study and Evaluation of Internal Control” (SAP 
No. 54), which amplifies and clarifies the appli­
cation of the second standard of field work and 
supersedes Chapter 5 of SAP No. 33. Two ap­
pendixes on statistical sampling are included.
Members' contributions of time spent 
in committee work are worth millions
The AICPA professional relations division 
recently unveiled statistics to support a long­
standing belief that members are contributing 
millions of dollars worth of their time and talent 
to work toward the objectives of the Institute.
The first tabulation summarizing data on In­
stitute committee meetings reveals that there 
were over 750 meetings held between Septem­
ber 1, 1970, and April 1, 1972. After multiply­
ing the length of each meeting, which varied 
between one and five days, by the number of 
committee members in attendance at each meet­
ing—a total of 14,302 for the 18-month period 
— the division announced that 21,306 man-days 
were spent at the sessions. An additional 28,612 
man-days, or two days per attending member, 
were assumed to be devoted to preparation, 
travel and follow-up work.
Translated into dollars, the worth of the vol­
unteer services of members to the Institute is 
staggering. Applying $350 as an average daily 
billable rate for partners to the 50,000 actual 
man-days devoted to meetings results in nearly 
$17,500,000 of members’ contributed time.
4Two PD cassette-workbook programs 
cover tax preparation
The Institute’s professional development di­
vision has just released two new offerings in the 
CPAudio Continuing Education Series (cassettes 
and workbooks).
• "Practical Approach to Preparing Form 
1040” explains how to deal with complex though 
frequently encountered tax situations quickly 
and with minimum tax liability for clients. Ma­
jor subjects include filing status and exemptions, 
gross and adjusted gross income, income averag­
ing, carryovers, tax credits, self-employment tax 
and 1973 estimates.
• "Practical Approach to Preparing Form 
1120” deals with troublesome tax areas when 
preparing returns for medium-sized, diversified, 
active corporations. Major subjects covered in­
clude classification or reclassification from books 
to tax return categories, Schedule M, income and 
deductions including dividends, contributions, 
bad debts depreciation and net operating losses.
Both new CPAudio programs include two 
cassettes and workbook materials at $35 ($28 
to members).
The PD division has also announced that if 
sufficient interest is indicated, a workbook sup­
plement will be prepared for the new program 
announced earlier this year on "Estate, Gift, In­
come Taxation and Planning for Estates and 
Trusts (Including Community P r o p e r ty ) ." Pres­
ently the course includes ten cassettes and a study 
manual at $120 per set to members ($150 to 
nonmembers). Implementation of the proposed 
workbook would qualify the program for the 
completion certificate necessary to satisfy contin­
uing education requirements.
APB actions ( continued from page 1) 
lease, or property which is leased by the financing 
institution to an independent party, should not 
be recorded as a sale if the manufacturer or 
dealer lessor retains any risk of ownership in the 
property. A remarketing agreement may indicate 
that the manufacturer or dealer lessor has not 
transferred all risks of ownership.
• "Employee Stock Compensation,” APB 
Opinion No. 25. The principles of ARB No. 43, 
Chapter 13B, remain in effect for traditional
stock option and stock purchase plans and their 
application should be extended to other plans 
in which the number of shares and the purchase 
price are known at date of grant or award, which 
is the measurement date of these plans. For 
plans in which either the number of shares of 
stock or the purchase price depend on future 
events, compensation cost is to be determined 
at the time when both the number of shares 
and the purchase price are known.
Compensation cost for both traditional plans 
and variable plans is to be measured by the dif­
ference between the quoted market price of the 
stock at the determination date and the price to 
be paid by an employee. Income tax benefits in 
excess of the amount related to compensation 
expense will go to capital surplus.
Effective date for all three Opinions is Janu­
ary 1, 1973.
Two draft Opinions to be exposed
After the drafting of language changes has 
been completed, the following exposure drafts 
will be issued by the APB with possible publica­
tion of final Opinions in March:
• "Interim Financial Statements.” Basic pro­
visions of the draft Opinion are:
Interim financial information should be based 
upon the generally accepted accounting prin­
ciples used in the latest annual financial state­
ments ; effective income tax rates expected to be 
applicable for the full fiscal year are to be used; 
an event or transaction should be reported as 
extraordinary in the interim period if it is ex­
pected to be reported as extraordinary at year 
end; unusual material transactions or amounts 
for the interim period that are not designated as 
extraordinary should be separately reported; 
certain minimum disclosure standards should be 
observed in reporting summarized interim finan­
cial data.
• "Extraordinary Items.” Provides more de­
finitive criteria than does APB Opinion No. 9 
for determining whether an item should be re­
ported as extraordinary, and proposes that it 
must be both (a) by its nature, inherently unre­
lated to the normal activities of the entity and 
(b) of a type that is not expected to recur in the 
foreseeable future. Material unusual events or 
transactions which do not qualify as extraordi­
nary items are to be separately disclosed.
ACCOUNTING TRENDS & TECHNIQUES — 1972 EDITION 
ILLUSTRATIONS OF ACCOUNTING POLICY DISCLOSURE 
ALPHABETICAL LIST OF MEMBERS — 1972 
BUSINESSMAN’S INFORMATION GUIDE 
MANAGING PUBLIC SCHOOL DOLLARS
Accounting Trends & 
Techniques —1972
Annual Survey of Accounting Practices 
Followed in 600 Stockholders’ Reports
The 1972 edition of this annual survey of financial reporting practices 
is based on totally new research—an exhaustive analysis of hundreds of 
stockholders’ reports published in 1971 and early 1972. Virtually every 
element of these reports has been analyzed to show how and to what extent 
different forms, techniques and terminology are being used in today’s 
financial statements and auditors’ reports.
Findings throughout the study are supported by numerous examples 
which have been selected from the reports themselves to demonstrate how 
different companies actually handle various questions of terminology and 
technique. In addition, current data have been correlated with those devel­
oped in past research and they are presented in numerous comparative tables 
to reveal significant trends in reporting practice. Paperbound. 8½" x  11". 
List price $27.50.
DISCOUNT PRICE TO AICPA MEMBERS $22.00
INCLUDES THESE PRACTICAL FEATURES
■ Examples of Reporting Practice —  Over 1,000 examples demonstrate how 
specific items were handled in financial statements and auditors’ reports —  with 
the company identified in each case.
■ Comparative Tables —  More than 100 tables compare current terminology 
and techniques with those used in past years to show which are now more —  or 
less —  frequently used.
■ AICPA Pronouncements —  Accounting methods and procedures set forth 
in APB Opinions and AICPA pronouncements are cited where pertinent 
throughout the survey.
■ Comprehensive Index —  The all-inclusive subject index provides quick 
reference to virtually any question or subject relating to the presentation or 
audit of financial repore.
5 Important new publications from the American Institute
Illustrations of Accounting 
Policy Disclosure
A Survey of Applications of APB Opinion No. 22
EDITED BY HORTENSE G O O D M A N , CPA
In response to the current interest in ABP Opinion No. 22, the Ameri­
can Institute surveyed a large number of published annual reports to deter­
mine the manner and extent to which provisions of the Opinion are 
currently being applied in practice. Illustrations of Accounting Policy Dis­
closure, the result of this survey, presents actual examples of various types 
of policy disclosures in a format specially designed to illustrate the specific 
requirements of the Opinion.
The study considers three groups of policy disclosures for the three 
types of circumstances under which disclosure is required. In addition, a 
special chapter presents disclosures grouped according to certain reporting 
areas which the Opinion deems significant enough to require disclosure of 
policies used in reporting. This systematic organization makes the study 
ideal for practical reference purposes.
This is the first of a series of computer-assisted studies which will an­
alyze in depth specific aspects of financial reporting practice. It is certain to 
prove helpful to everyone involved with the preparation, presentation or 
audit of financial statements. Paperbound. List price $3.00.
DISCOUNT PRICE TO AICPA MEMBERS $2.40
From 1,600 randomly selected annual reports, the Institute’s 
technical staff searched for examples to illustrate . . .
■ Disclosures of principles and methods that involved a selection from 
existing acceptable alternatives such as those relating to inventory valuation 
. . . contract revenue recognition . . . accounting for lease revenue . . . methods 
for depreciation . . . consolidation basis . . . amortization of issuance discount 
and expense . . . amortization of intangibles . . . accounting for research and 
development expenditures. . .  translations of foreign currency. . .  etc.
■ Disclosures of principles and methods confined to particular industries, 
including banks . . . insurance companies . . . public utilities . . . retail stores 
. . .  extractive industries . . . tobacco industries . . . liquor industries . . . foreign 
based companies. . .  etc.
■ Commonly required policy disclosures such as those relating to account­
ing policy change . . . consolidation . . . contracts . . . deferred charges and 
credits . . . earnings per share calculation . . . foreign currency transactions . . . 
intangibles . . . inventories . . . investments . . . pensions . . . depreciation 
. . . revenue recognition . . . research and development . . . stock options . . . 
taxes. . .  etc.
Alphabetical List of 
Members—1972
This new membership directory, published in two paperback volumes, 
lists in alphabetical order the names and addresses of all members as they 
appeared in the records of the American Institute on August 31, 1972. 
Before the directory was put in final form, every member was asked to con­
firm his listing.
The year of each member’s admission to membership in the Institute 
appears after his name and partners and individual practitioners are indi­
cated by means of an asterisk if such information was available. The titles of 
nonpracticing members, where available, are also shown.
In the interests of economy, the 1972 Alphabetical List of Members 
will be sent only to those members who request it. A nominal price of $5.00 
has been set in an effort to recover part of the production and mailing costs. 
Paperbound. Two volumes.
PRICE TO AICPA MEMBERS $5.00
Businessman's Information 
Guide
This manual has been designed primarily to help disadvantaged per­
sons who are in the process of setting up their own small business. It should 
provide help in the planning stage in setting up adequate records and con­
trol procedures, and as a reference source for steps to be taken when the 
business is operating. Principal sections deal with starting a business . . .  
business records . .  . chart of accounts . . .  business statements. .  . business 
taxes . . .  using outside help and business words.
Originally developed by the Illinois Society of CPAs, the guide has 
been adapted and published by the AICPA’s Committee on Economic Op­
portunity in cooperation with the Office of Minority Business Enterprise of 
the U. S. Department of Commerce. (Copies are being made available on a 
gratis basis to state societies that have programs offering accounting assist­
ance to minority businessmen.)
Although the guide has been developed to help new minority busi­
nesses, AICPA members may want to consider sending copies to some of 
their small business clients —  many of whom will find it useful for compar­
ing what they are now doing with what might be done to increase the suc­
cess of their operations. Paperbound. List price $3.00.
DISCOUNT PRICE TO AICPA MEMBERS $2.40
Managing Public School 
Dollars
This booklet explains in layman’s language the basic elements of 
school finance. An updating of the Institute’s 1963 publication, Public 
School Costs, it sets forth how school finances have been affected by recent 
developments in education.
Managing Public School Dollars outlines the roles of school board 
members, school administrators, faculty and members of the community in 
setting and reaching educational goals. Traditional business tools and data 
applicable to public school systems are described, as are such newer mana­
gerial techniques as planning-programing-budgeting systems (PP BS). In 
addition, the booklet reproduces sample budget guidelines, budgets, enroll­
ment projections, etc.
Managing Public School Dollars can serve as an effective community 
relations tool for CPAs. Members of the American Institute will therefore 
want to consider distributing copies to members of school boards as well as 
school administrators in their communities. Paperbound. List price 15 cents.
DISCOUNT PRICE TO AICPA MEMBERS 60 CENTS
DISCOUNT ORDER FORM / FOR AICPA MEMBERS ONLY
AM ER IC AN  INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
666 FIFTH AVENUE, NEW  YORK, N. Y. 10019
Gentlemen: Please send, postpaid, the new publications listed below, at the 
AICPA member discount prices shown. Payment is enclosed.
____  Accounting Trends & Techniques —  1972 Ed. (009720) $22.00
____  Illustrations of Accounting Policy Disclosure (037607) $2.40
____  Alphabetical List of Members— 1972 (010322) $5.00
____  Businessman’s Information Guide (012600) $2.40
_ _ _  Managing Public School Dollars (311101) 60 cents.*
* Regular price 75p. AICPA member discount price of 60¢ applicable only 
if total order is $2.50 or more.
m e m b e r ’s n a m e _________________________________________________________________________________
FIRM _______________________________ ________________________________________________________________
(if part of mailing address)
ADDRESS________________________________________ ___________________________________________________
CITY__________________________________________STATE______________________Z IP _____________________
Please add 7 percent sales tax in New York City. Elsewhere in
New York State, add 4 percent state tax plus local tax if applicable. 1 0 1 1 9
9State Society Conference ( from page 1) 
nities for greater membership participation.”
Public relations—  Influencing public opinion 
is a very complex matter which I suspect in­
volves first of all leading the way rather than 
reacting.”
Institute President LeRoy Layton continued 
the coordination theme at a luncheon session 
when he appraised various areas of cooperation. 
He cited professional development as the area in 
which he believed the most effective job of co­
ordination was occurring. On the other hand, he 
suggested that "the most critical area of all at the 
present time— and an area where increased per­
formance must be achieved— is professional en­
forcement procedures.”
The latter was the subject of a special session 
conducted by Clifford E. Graese, chairman of the 
AICPA ethics division, who presented back­
ground on the division’s proposal to reorganize 
AICPA and the state societies’ disciplinary re­
sponsibilities for more effective enforcement of 
the profession’s rules of conduct.
Other speakers included F. Clifton W hite, 
chairman, Public Affairs Analysts, Inc., and F. 
W illard Heintzelman, executive director of the 
Pennsylvania Institute, who stressed the need 
for more CPA involvement in politics; Martin 
Ryan Haley, AICPA legislative consultant, and 
W illiam  B. Nicol, member, AICPA committee 
on state legislation, who together gave insights 
into the changing makeup of the state legisla­
tures for 1973; and Thomas K. Connellan, 
editorial director of the Bureau of Industrial 
Relations, Graduate School of Business Admin­
istration, University of Michigan, who discussed 
"M anaging for Improved Productivity” and 
stressed that positive reinforcement through ap­
propriate feedback is the best way to motivate 
people.
The conference was co-chaired by C. Hunter 
Jones, chairman of the state society relations 
committee, and M ax Myers, chairman of the 
committee on state legislation.
The pictures below were taken at the St. Louis 
meeting.
F. Clifton White emphasized that more CPAs 
should stand for elected office and that 
the accounting profession should give more 
assistance to political campaigns.
One of the 11 concurrent discussion groups considering 
the role of the CPA in politics was led by Alexander 
L. Postlethwaite, Jr., president of the Society of 
Louisiana CPAs (l.). The group was composed of state 
society executives, presidents and presidents-elect 
and legislation committee chairmen and 
state board representatives.
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UNESCO comptrollerships 
open in Paris
The U.S. Department of State has sought 
the Institute's assistance in locating po­
tential candidates for the position of 
comptroller on the staff of the United 
Nations Educational, Scientific, and Cul­
tural Organization, in Paris, France.
The assignment is at the director level 
and entails responsibilities for planning, 
directing and coordinating the financial 
activities of this agency. A good work­
ing knowledge of French is required.
This career position offers an attractive 
compensation package consisting of 
tax-free base salary, special allowances 
and a full range of social benefits.
interested members should contact Mr. 
William Denning, Staffing Manage­
ment Officer, Department of State, 
Washington, D.C. 20520  (phone 202- 
632-10 46). Please refer to Post Number 
BOC-001 (closing dale December 3 1 , 
1972).
Institute expels member
A sub-board of the Institute’s Trial Board met 
in Chicago, Illinois, to consider charges of the 
ethics committee that Jerome J. Olson, of Bis­
marck, North Dakota, had violated Article V, 
Section 5 of the Institute’s bylaws in having 
been convicted, upon his plea of nolo conten­
dere, of making false statements in applications 
and reports required to be filed with the Secu­
rities and Exchange Commission. Under the by­
laws, conviction of such a crime requires that 
the member be expelled from the Institute.
The sub-board received evidence supporting 
the ethics committee’s charges and concluded 
that Mr. Olson was guilty of having violated the 
bylaws. Mr. Olson was not present at the hear­
ing but was represented by legal counsel. No re­
quest for review of the sub-board’s decision by 
the full Trial Board was filed.
Ed. N o t e :  The sub-board in each case decides 
whether the name of the respondent shall be 
published in The CPA.
Economic census data sought by February 15
Next month, CPAs can expect clients to ask 
for assistance in compiling data for the 1972 
economic census. The Bureau of the Census will 
mail questionnaires to some 2.1 million business 
and industrial firms in early January with the 
request that they be filled out and returned by 
February 15.
Institute members are urged to cooperate in 
expediting the return of this information.
The Bureau has so designed the questionnaire 
that answers can be derived from ordinary busi­
ness records with a minimum of difficulty. Busi­
nesses which cannot readily obtain the figures 
may submit reasonable estimates, according to 
the Bureau.
The economic census, taken every five years, 
covers the mining, construction, manufacturing, 
retail and other business activities of American 
industry. It is the primary source of information 
about the structure and functioning of the 
economy.
The census furnishes an important part of the 
framework for composite economic measures 
produced by the federal government. In fore­
casting and planning, the census is especially 
useful in analyzing the gross national product in 
terms of the transactions that determine the 
GNP’s size and composition. It also serves as a 
benchmark for indexes of industrial production, 
productivity and price— all of which are essen­
tial to understanding U.S. economics.
Business officials use the data to gauge poten­
tial markets, to make economic or sales fore­
casts, to analyze sales performance, to allocate 
funds for advertising and to locate plants, ware­
houses and stores.
In conducting the 1972 census, the Bureau is 
stressing early publication of the tabulated sta­
tistics. Obviously, the sooner the questionnaires 
are received, the sooner the data can be as­
sembled for use. By law, the reports of respond­
ents are held confidential and may be used only 
for statistical purposes.
The Bureau realizes that some companies may 
not be able to meet the February 15 deadline. In 
such cases, arrangements should be made with 
the Director, Bureau of the Census, Washing­
ton, D.C. 20233, to extend the deadline—but 
not beyond May 15.
In recognition of the significance of census 
data, Congress has made reporting mandatory.
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members' questions on electronic data processingEthics committee answers
Q. May a member make use of an outside 
service bureau for the processing of clients’ tax 
returns? The CPA firm would control the in­
put of information and the computer service 
would perform the mathematical computations 
and print the return. Is there any violation of the 
confidential relationship in the fact that client 
information leaves the CPA’s office?
A. A member who utilizes outside services to 
process tax returns or other client information 
may not delegate his responsibility to assure the 
confidentiality of such information. He must take 
all necessary precautions to be sure that the use 
of outside services does not result in the release 
of confidential information. He should also con­
sider the desirability of putting the client on 
notice when outside services are to be used.
Q. A firm and its individual members have 
received a proposal to invest with clients in a 
commercial data processing corporation which 
serves the public directly, including clients of 
the firm, and to render consulting services to 
the management of the corporation. May the 
firm enter into such an arrangement? Would 
the arrangement affect the firm’s independence 
with respect to its audit clients who are also 
customers of the corporation?
A. The firm’s independence with respect to 
its clients who are joint investors in the cor­
poration would not be impaired if the financial 
interest of the firm’s members individually and 
collectively is limited to an amount not mate­
rial to the net worth of the firm.
Since Ethics Opinion No. 7 states that the 
relation of a member to a commercial data proc­
essing corporation in which he has a financial 
interest and which serves the public directly 
should be solely that of an investor, the firm 
would be precluded by its investment, even 
though immaterial, from rendering any con­
sulting services through the corporation to its 
customers.
There would be no objection to the perform­
ance of consulting services to management.
Q . A corporation, whose characteristics do 
not conform to resolutions of Council, renders 
data processing services to the public through
regional centers formed by franchise agree­
ments with local businessmen. May a member 
enter into a franchise agreement with the cor­
poration whereby he would invest in the forma­
tion of the center and refer engagements from 
his practice?
A. Such an arrangement would exceed the 
limitations specified in Ethics Opinion No. 7. 
When a member has a financial interest in a 
data processing corporation whose characteris­
tics do not conform to resolutions of Council 
and which serves the public directly, Opinion 
No. 7 would limit his relationship with the cor­
poration to that of an investor only. Should a 
member enter into a franchise agreement such 
as that described above, his financial interest 
in the corporation might cease to be truly pas­
sive and might lead to cross-feeding of clients 
between his accounting practice and the center. 
Accordingly, the proposed arrangement would 
violate Opinion No. 7.
Ballots on restated Code
The mailing to the membership of the 
referendum ballot on the restated Code 
of Professional Ethics was made on 
November 15. The mailing for the first 
time was designated to assure a “secret 
ballot” and included:
• The text of the proposed restatement.
• Background information.
• An identification certificate bearing 
the member’s name and address, which 
is to be signed for authentication.
• The ballot and the ballot envelope.
• A second envelope for mailing to the 
Institute the identification certificate and 
the marked ballot in the ballot envelope.
Members who have not received the 
above materials should call (212-581- 
8440) or write to Donald J. Schneeman 
at the Institute for replacements. To be 
valid ballots must be received at the 
AICPA office by 5 P.M. on Monday, Jan- 
uary 1 5 ,  1973.
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SEC establishes accounting fellowship
The Securities and Exchange Commission has 
instituted a professional accounting fellowship 
designed to bring into the office of the chief ac­
countant outstanding young members of the pro­
fession.
The SEC said that the position "will entail in­
volvement of accounting principles, evaluating 
current reporting practices of registrants and 
studying significant accounting and disclosure 
issues.” The salary will range from $19,000 to 
$25,000, the agency said.
A committee composed of the chairman and 
the chief accountant of the SEC and the execu­
tive vice president of the AICPA will review ap­
plications and select the fellow.
To be eligible for the fellowship, candidates 
must meet the following requirements:
• Hold an undergraduate degree from an ac­
credited college or university with major study 
in accounting or auditing.
• Have a minimum of five years of experi­
ence in public accounting. Teaching accounting 
in college would meet this specification. The ex­
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The CPA is the membership bulletin of the Ameri­
can Institute of Certified Public Accountants, Inc. 
666 FIFTH  AVENUE, NEW YORK, N. Y. 10019
perience must include work which would give 
the candidate an understanding of the SEC. Fur­
ther, the experience must include managerial 
tasks, such as planning and controlling audit en­
gagements and supervising audit staff.
• Hold a CPA certificate.
Persons interested in applying should pursue 
the following course:
• Complete a Civil Service Commission 
Standard Form 171, Personal Qualification State­
ment. The forms may be obtained from a post 
office.
• Compose a four to ten-page essay on a sub­
ject of interest both to the candidate and to the 
SEC.
• Obtain two letters of recommendation 
from persons, unrelated to the candidate, who 
have knowledge of the candidate’s professional 
ability.
• File all of the above with the Securities and 
Exchange Commission, Washington, D.C., be­
fore January 31, 1973, for consideration of the 
first two-year appointment, which will be made 
in April.
Second-class postage paid at New York, N. Y.
